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Learn How Your Order-billing System Rates 


YES NO 
Do you know how many separate writings you require to get your [| # 


orders shipped and billed? 


eliminated? 


Have you investigated lately to see whether certain rewritings can be [] [] 


Do you rewrite orders received from branches or salesmen? 


Are shipping addresses retyped on your bills of iading? 


Are your invoices written separately from your shipping orders? 


When a partial shipment is made do you write a new shipping order to 


cover items back-ordered? 


Do you write a new set of billing copies covering each back order 


shipment? 


Do you post each individual invoice to your accounts receivable ledger? 


HERE’S THE QUESTION THAT COUNTS 


Would you like us to send you folders which illustrate how you can 
eliminate all retyping on original and back orders and eliminate posting 


to accounts receivable? 

If answer is “‘Yes’’ fill in and mail to: 

DITTO, Incorporated, 693 S. Oakley Blvd., Chicago 12, Illinois 
in Canada: DITTO of Canada, Ltd., Toronto, Ontario 


Name, Title 


Firm 


Add ress 


City State 
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training 


THE IAS 
GROUP-TRAINING PLAN 


Mere than 350 companies in the United States and Canada have 
proved that the IAS GROUP-TRAINING PLAN produces satis- 
factory results. Typical company-sponsored groups include from 
ten to 100 employees. One company has enrolled more than 3,500 


employees in the last ten years. 


@ Another of America’s best-known corporations has already spent 
over $100,000 to provide practical IAS accounting training for its 
employees. 


@ The enrollment fee for the IAS 25-assignment Basic Accounting 
Course (available only on the group plan) is $35 or $40 per employee, 
depending on the number enrolled. That course is rated as equivalent 
in scope to the typical first-year college Course in accounting and 


can be completed in less than half the ume. 


@ Many of the largest corporations in America are among those 
who have discovered through experience that the IAS GROUP- 
TRAINING PLAN not only smproves the quality and imcereases the 
quantity of work performed by accounting department personnel 


but also improves employee relations. 


@ Full details of the program and the results it has produced are 


A Thoroughly Tested Training 


told in an interesting brochure, 


Plan,” which includes a list of representative sponsor companies. 


A copy of the brochure will be sent without cost or obli- 
gation. Merely address your request on your company 


letterhead to the Secretary, LAS, at the address below. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
Al Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 
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data. 


PERSONAL NOTES 


the latest in tabulating equipment, 


will turn out reports to your spect- 
fications and get them to you on MDA 


time 


Figures grow old fast-—get them 


while they can do you the most 


CEIL SMITH THAYER, Assistant Editor NORMAN W. LOTHIAN, Circulation Manager 
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SAVE 2 out of * 3 billing steps with 


= 


MULTIPLIER 


For complete volume billing work the Burroughs 
Direct Multiplier Typewriter- Billing Machine is 


the world’s fastest answer. One big reason—on 


Computes and types the 
i, complete invoice in one 
continuous operation. 


most applications, the usual three-step billing 
procedure of (1) calculating, (2) typing, and (3) 
machine checking, is reduced to one. Caleulating 
and typing is a single, continuous operation; no 


machine checking is needed. 


Computes by direct 
V/ multiplication ...not In facet. this machine types and computes an in- 
AN by repeated addition. voice in less time than it would ordinarily take 


to copy it! 
Here's the proved-in-use way to cut your billing 
Prints quantity, then prints operations... cut your billing costs. Get the full 
unit price and total amount story seen. from your Burroughs man. The Bur 
simultaneously— no need roughs branch office near you ts listed om the 
\L for machine checking of yellow pages of the phone book. Or write direet to 
“7 quantities and price. Burroughs Corporation, Detroit 32, Michigar 


4 
WHEREVER THERE’S BUSINESS THERE'S Bu rroughs 


Visit our booth at the Business Show at the 22nd Annual Meeting of Controllers Institute. Mezzanine, Hotel Statler, Boston, September 27-30 
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DEPRECIATION PROBLEMS 


Editors, THE CONTROLLER: 

After reading the article in the May 
issue Of THE CONTROLLER concerning 
“Depreciation on Replacement Cost,” I 
find the information very interesting and 
helpful to our own depreciation problems. 

A question comes to mind in conne¢ 
tion with the special noic on page 229 of 
the May issue which states that the princ- 
ples outlined in the illustrated deprecia 
tion schedule for machinery and equip- 
ment should also be made applicable to 
all other classes of depreciable assets. Is 
there a “Replacement Cost Factor” sched 
ule published that would be applicable to 


other assets, such as Buildings, Furniture 
and Fixtures or would the ‘Machinery Re- 
placement Cost Factors” apply to various 
other assets ? 

If you have any information available 
regarding the question in the above para- 
graph, or know of any source from which 
it could be obtained, we would be very 
grateful for receiving same, or if informa- 
tion is not available we would welcome 
your comments on the subject. 


A. C. WIEGAND 

Assistant Treasurer 

American Crucible Products Co, 
Lorain, Ohio 


CONSt 


AVERAGE 


Chicane 


Torente Pittsburgh Seattle 


St. Paul Duluth Portland 


Tulsa New Orleans Phoenix 


Marsu & McLENNAN 


INCORPORATED 


Insurance Brokers 


LTING AGT 


Vew York San Francisco Minneapolis Detrart Boston Los Angeles 
Vancouver 
Buffal 


Wilwaukee 


UARIES 


ADJUSTERS 


$t. Indianapolis Montreal 


ftlanta Calgary Washington 


Cleveland Havana London 


Mr. Wiegand’s letter was forwarded to J. L. 
Davis, the author, who replied as follow 

“Replacement cost factors on (1) Build- 
ings; (2) Machinery and Equipment; (3) 
Ottice Furniture and Fixtures, etc. are avail- 
able from various sources and possibly the 
quickest and most convenient source of these 
factors would be your insurance agent be- 
cause, if he does not have the factors, he 
can obtain them for you. The most com- 
plete information of this kind that I have 
seen 1s the “Stevens Valuation Quarterly 
published by Marshall & Stevens, 548 South 
Spring Street, Los Angeles, California; al- 
though I have no interest whatever in this 
company, other than the information avail- 
able in their valuation quarterly. 

“In my article in THE CONTROLLER I 
used a composite average for machinery and 
fixtures of all kinds, but replacement cost 
factors are available in the “Stevens Valua- 
tion Quarterly” on various and numerous 
classifications of machinery and equipment. 
The same is true on buildings, office furnt- 
ture and fixtures, etc.” 

In addition we forwarded the following 
references to back issues of THE CONTROL- 
LER to Mr. Wiegand: 

1947: “Plant Replacement Fund Issue 
Troubles Management” reprinted from The 
Journal of Commerce (June, p. 288). 
“Plant and Equipment Expenditures Plans 
of U.S. Business” from a survey made by 
the Securities and Exchange Commission 
and the Department of Commerce (June, 
p. 288). 

1948: “On Basing Depreciation on Replace- 
ment Costs” by T. G. Councilor (March, p. 
148). 

“LIFO Questioned for Property Deprecia- 
tion” by E. B. Wilcox (June, p. 301). 
“Rise in Replacement Costs Requires Ade- 
quate Depreciation Policies” from a Guar- 
anty Trust Company survey (July, p. 377). 
1950; “Advantages of Accelerated Depreci- 
ation and Replacement Cost Policies 
Weighed” from an analysis by J. Frank 
Gaston of the National Industrial Confer- 
ence Board (July, p. 332). The Editors 


Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer's signature and ad- 
dress (which will be withheld if so 
requested). The Editors 


INVOLUNTARY LIQUIDATION 
Editors, THE CONTROLLER: 

I believe the following statement pre- 
sented before the recent sessions of the 
House Ways and Means Committee by 
John V. van Pelt III, controller of the 
Kendall Co., Walpole, Mass., would hold 
interest for readers of THE CONTROLLER: 

“A corporation should be given the 
opportunity of filing an election with its 
tax return in a year when its inventories 
had been involuntarily liquidated, be 
cause of normal business cycle conditions,” 
he said. “Such a corporation should be 
given an opportunity to file a claim for re- 
fund, if its inventories in the particular 


THE CONTROLLER * SEPTEMBER, 1953 


= 
= 
| 
400 


Which is the RIGHT 
Employee Benefit Plan 


for 
THE PEOPLE 
COMPANY 


A pension plan? 
A profit-sharing plan? 


A thrift or savings plan? 
or 
ee ) A COMBINATION OF SEVERAL PLANS? 


Tue Nationa City ORGANIZATION has helped 
hundreds of corporations solve this problem 


successfully. 


Our practical experience in this field may 
be helpful to you in choosing the plan. . . 
or the combination of plans ... that is best 
suited to the particular conditions existing 
in your company. Write or telephone our 
PENSION TRUST DIVISION, 55 Wall Street, 
New York. 


We act as trustee under employee-benefit 


plans and as agent for individual trustees 


‘CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 


Affiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 
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BREAKEVEN ANALYSIS 


by Glenn A. Welsch 


by Christian B. Peper 


VS REPLACEMENT COST 
by Robert Eisner 


pools involved at the end of any of the next 
succeeding three years reached levels which 
would represent a total or partial replace- 
ment of the earlier liquidation, The origi- 
nal election would establish the amount by 
which current cost or, in the event that 
commitments had been made for replace- 
ment of inventory, replacement cost, ex- 
ceeded or differed from the LIFO price at 
which the liquidation had occurred. If re- 
placement is ultimately made, the adjust 

ment to cost of goods sold for tax purposes 
in the year of liquidation would represent 
the differences between the LIFO price and 
the current or replacement cost determined 
at the end of the liquidation year, and any 
difference between this adjustment and the 
amount finally paid in effecting replace 

ment would be applicable to the year of re 

placement. 

“Under these conditions, a corporation 
could maintain its book and taxable net 
income on an equivalent basis and_ still 
maintain sound merchandising control 
The corporation that wished to maintain 
such merchandising control would set up 
a reserve for replacement which would be 
equivalent to the amount shown in the 
election. To this extent their book net in 
come would differ from their taxable in 
at the time of the liquidation, but 
difference would be eliminated if 
is a replacement. 


come 
such 
there 


THE 


Forthcoming Features 


IN THE CONTROLLER 


Je THE CONSTRUCTION AND USES OF 


Ye THE LAWYER AND THE CONTROLLER 
CONSIDER CORPORATE MORALITY 


te CONVENTIONAL DEPRECIATION ALLOWANCES 


“It would be necessary, in order to in- 
sure sound business operation, that more 
than one year be allowed for the replace- 
ment because it is possible that there may 
be a repetition for two succeeding years, or 
possibly three years, that surges in demand 
so close to the end of the year as to pre- 
clude replacement of the inventory may 
recur and yet may not constitute a normal 
pattern.” 


WILLIAM H. PeRKs 
Controller 

Norton Company 
Worcester, Mass. 


Eprror'’s 

Mr. van Pelt granted permission for pub- 
lication of the statement included in the 
above letter and added that he would like to 
have included a suggestion inviting control- 
lers interested in the sub je ct to write to thei 
Congressional representatives on the House 
Ways and Means Committee ov the Senate 
Finance Committee, or to the chairmen of 
these Committees, promoting expansion of 
the involuntary liquidation sections of the 
LiFO procedures in the Revenue Act. 


“A SUBSCRIBER ABROAD” 
Editors, THE CONTROLLER: 


I notice that you included in a recent 
issue of your magazine a return card re 


garding subscriptions for THE CONTRO 
LER. 

I am forwarding the card received in 
my issue with the name of a subscriber 
abroad. Please enter the subscription and 
send me the bill. I assume that you have 
forcign subscribers and assume also that 
nonmembers of Controllers Institute in the 
United States are eligible to subscribe 
E. E. N. 

Thanks for the subscriber. Altogether 
THE CONTROLLER has 430 foreign subscrib- 
ers in 43 countries. In addition, THE CON- 
TROLLER has 2673 subscribers within the 
United States and its possessions. The “non- 
member subscribers” roster almost equals at 
this time the membership of Controllers In- 
stitute of America. We trust the subscriber, 
in whose name E, E. N. entered the subscrip- 
tion, will like our effort as much as the many 
other nonmember subscribers. We are very 
proud of our 70% renewal rate each year 
a good rate in any circulation league and 
better than many! The Editors 


Fastest “PROFIT WEAKNESS” 
LOCATER...on record! 


Not ‘“‘just reading’’ but 
‘‘how-to”’ in action, 
all-the-way! 
yw 250 pages of 
experience-rich 
texts and tests 
WW also 134 pages 
of charts, forms, 
explanations 


384 pages $ 

postpoid 

Possible savings up to 


hundreds or thousands 
with 


PROFIT ANALYSIS 


by Frederick M. Eisner, B.C.S., LL.M., C.P.A. 


First complete ‘‘how-to’’ compilation on 
how to allocate, report and control DIS- 
TRIBUTION COSTS...working papers dem- 
onstrating step-by-step . . . illustrations. 


Typewritten pages 
for easy reading — 


SEPTEMBER 1953 


accounting. 


Limited Edition — 
valuable material 
assembled mainly 
for internal auditors 
and controllers. 


DOES YOUR COMPANY 
OR CLIENT STILL... 


conduct business with- 
out a predetermined 
plan? 

fill orders for such 
smali amounts that 
gross profits will not 
cover expenses? 

fail to know which de- 
partment or product is 
unprofitable? 

for this and dozens of 
other problems ‘Profit 
Analysis’ is the remedy! 


— how to obtain a higher 
profit from a product 

Whow to construct sales 
prices for different 
methods of sale or 
delivery 

te how to use an account 
of department's affairs 
so that weak spots can 
be detected immedi- 
ately 

W how to obtain market- 
ing costs per transac- 
fion 

Hk how to pay incentives 
to salesmen and depart- 
ment managers 

Whow to analyze differ- 
ence between actual 
and budgeted profit or 
loss 

to control inven- 
fories 


A “should-have’’ book for all concerned with managerial 
Its contents will activate you to a new 
power in management affairs. 

Refund if not satisfied after 5 days’ trial 


CHARLES EISNE 


70 Linda Avenue 
White Plains, N. Y. 
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this IDEA from Remington Rand... 
cuts figurework time in half 


Here’s how the printed tape of the Remington Rand Print- 
ing Calculator helps cut figurework time in half. 

The Remington Rand Printing Calculator figures, 
prints and proves simultaneously. The printed tape is 
always right up front, handy for sight check any time, 
positive proof of accuracy. There’s never any need for 
time-consuming reruns. Figurework that’s printed and 
proved as it’s calculated is time-saving figurework ... the 
proof of the figuring is in the printing. Speed and accuracy 
are further helped by the 10-key keyboard that permits 


PROFIT-BUILDING IDEAS FOR BUSINESS 


touch operation. For speed and accuracy in multiplica 
tion, division, addition and subtraction there’s nothing to 
match the Remington Rand Printing Calculator. 
Proved figurework by the Printing Calculator is only 
one profit-building idea that your Remington Rand repre 
sentative can demonstrate in your office with your work 
and to your advantage. He has other ideas you may find 
profitable — ideas that use electronic methods, punched 
card systems, visible records. He ts on call at your nearest 


Remington Rand Business Equipment Center 


GOOD EXAMPLE OF ACCOUNT ANALYSIS 


The First National Bank of Fort Worth, Texas, saves 5 
days a month by using the Remington Rand Printing 
Calculator in analysis work ... analyses that previously 
took until the 10th of the month are now finished by the 
4th or 5th. Send for the folder, “10 Keys to Speedier 
Banking,’ that tells this story. Call Remington Rand or 
write to Room 1109, 315 Fourth Ave., New York 10. 
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“ fvalionals save us their cost every 9 months.” 


—CHRIS-CRAFT CORPORATION, Algonac, Mich. 


“The launching of our ‘boat kit’ 
business two years ago increased our 
Accounts Receivable more than 
50%. Resulting congestion ended 
when we installed National Account- 
ing Machines with Electric Type- 
writer. 

“In addition to saving 111 hours 
per month on Accounts Receivable, 
our Nationals’ great versatility en- 
ables us to keep current on Accounts 
Payable and Daily Sales Analysis 
and Distribution—and still have val- 
uable time left over for General 


THE NATIONAL CASH REGISTER COMPANY, payron 9, on10 | 


Ledger and Profit-and-Loss break- 
down. 

“We also use National Adding 
Machines for all types of figure 
work. 

“Nationals save us their cost every 
9 months. Our operators like them 
because they’re so easy to learn and 
so easy to operate that jobs are done 
on time with less effort.” 


President 


**World’s Largest Builder of Motor Boats’ 


Regardless of the size of business, there is 
a National System that cuts costs, pays for 
itself, and then continues savings as hand- 
some annual profit. National’s exclusive 
combination of features does up to % of 
the work automatically. Let your nearby 
National representative show what you 
can save with National Machines suited 
to your needs. 


* TRADE MARK REG. U.S. PAT. OFF. 


ACCOUNTING MACHINES 
ADDING MACHINES + CASH REGISTERS 


Visit our booth at the Business Show at the 22nd Annual Meeting of Controllers Institute. Mezzanine, Hotel Statler, Boston, September 27-30. 
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Heart-ening News 


A bit of pleasant reading came our way during the course 
of the Midwestern Conference of Controllers Institute in 
St. Louis in mid-May, in the form of a pamphlet of the 
American Heart Association. From it we quote a few high- 
lights: 


It’s virtually impossible to strain your heart, and when dam- 
aged, 1 repairs itself. Its toughness and adaptability amaze even 
heart spectalists. 

If it needs repairs, the average heart usually takes a month to 
form a collateral circulation sufficient to repair the injury result- 
ing from a “heart attack.” That is why doctors usually prescribe 
complete rest for a few weeks, 

Most heart attacks are nonfatal. About 15 out of 100 peopl 
who suffer heart attacks die within a few weeks, but only a small 
minority of the 85 survivors are disabled. The great majority ve- 
cover and can carry on normal business and soctal activities. 

A slow heartbeat 1s often normal. Many perfectly healthy 
hearts beat as slowly as 40 ov as fast as 100 times a minute, in- 
stead of the normal 70 or 80. What matters is the normal rate 
for a particular heart. 


There are, of course, symptoms that warn of heart dis- 
ease: 


(1) Abnormal shortness of breath (This may be due not 
to the heart, however, but also to anemia, muscular flabbi- 
ness from lack of exercise, or, frequently, obesity) . 

(2) Pam in the center of the chest (If it’s in the left side 
of the chest, it’s seldom caused by the heart. A pain arising 
in the heart 1s usually felt in the center of the chest. Self- 
diagnosis of heart pain can be extremely dangerous. While 
a pain over the heart seldom is caused by the heart, it is al- 
Ways important enough to be reported to a physician. ) 

(3) Undue fatigue (This symptom ts more often asso- 
ciated with high blood pressure). 


Alcohol? Tobacco? Food? 
Says the pamphlet of the Heart Association: 


Alcohol acts upon the heart chiefly by dilating the small blood 
vessels and thus providing the heart muscle with more nourish- 
ment and oxygen. For this reason, it 1s recommended in moderate 
amounts im relieving certain kinds of heart disease 

The evidence about tobacco 1s not so clear. Smoking constricts 
the small blood vessels in the skin, causes a moderate rise in the 
blood pressure, and slightly increases the heart's rate. It has not 
been proved that smoking constricts the small vessels in the 
heart, but there 1 strong indirect evidence that it does, at least 
m some people. If it were proved that the small branches of the 
coronary artertes reacted in the same way as the vessels im the 


shin, the case against the use of tobacco by patients with heart 
disease would be very strong. 

However, some people kel so mu h satisfaction from smoking 
and suffer so intensely when forced to stop that most doctors are 
ve luctant to 1sue Stern orders against tobacco unless circumstances 
clearly warrant it 

A far greater enemy of every heart disease patient is overeat 
ing. For every one whose ailment ts complicated by overindul- 
gence in alcohol or tobacco, ten suffer from overweight. Ever) 
pound of fat puts a continuous added load upon the heart. To a 
heart weakened by disease, even a few pounds—each of which 
needs literally miles of added blood vessels——may make the dif- 
ference between disability and reasonable activity. 

There is also danger in some of the faddist diets that promise 
rapid weight losses through meals extremely low in calortes, It 
seems wiser and safer, especially for those u ith heart disease, to 
lose gradually without sacrificing strength, 


Growth 


A record of steady, continuous growth ts an indication of 
satisfactory service to readers. 

We of THE CONTROLLER take pride in the figures shown 
below. It is especially gratifying to note that there is no 
sudden “mushrooming” of interest but a solid accretion of 
new readers month after month. 

Figures on the left show the six month average circulation 
for the period which included a typical recent month. Figures 
on the right indicate the count for the typical month. 


6 Months Average Typical Month 
Copies Total U.S. Canada Foreign 
6/30/53 7,411 6,896 6,406 233 197 
(45 countries) 
12/30/52 6,835 6,649 6,238 227 184 
(43 countries) 
6/30/52 6,441 6,435 6,035 220 180 


Capital Expenditures Still High 


Business expenditures for plant and equipment during 
the third quarter of 1953 are expected to total $7,088 mil- 
lion, according to a recent report from the Se¢ urities and 
Exchange Commission and the U. S. Department of Com- 
merce. Second quarter outlays were $7,244 million, well 
above the first quarter figure of $6,147 million, 

If the second and third quarter figures are not changed 
by “late returns’ they will both be new records, 

Public utilities, with a total scheduled outlay of more 
than $3 billion, are showing the largest increase over 1952. 
Manufacturing industries, mostly nondurables, are expected 
to rise about 74% above last year, while railroad capital ex 
penditures will be up slightly, and mining and commercial 
companies are expected to show no change during 1953. 

Although some forecasters expect a down turn in capital 
spending next year, there has so far been no sign of a slack 
ing off in this third of the basic “spending triangle’; the 
other two being consumer spending and government spend 
ing. 


PAUL HAASI 
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HOLES IN AN 
IBM CARD 


...here’s what they can 
mean to you! 


*& Improved management control (you 
know more than you would with other 
methods — and you know it sooner) 


*& More economical operation (ma- 
chines do better and faster the routine 
work people like to do least) 


*& Better accounting records (you have 
complete, automatically verified records 
exactly fitted to your operations) 


Businesses all over the nation are get- 
ting these results from IBM punched 
sard accounting. Think what the 
same results would mean to you! 


INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22, N. Y. 


Visit our booth at the Business Show at the 22nd Annual Meeting of Controllers Institute. Mezzanine, Hotel Statler, Boston, September 27-30 


406 


A Look Ahead at the Capital Markets 


Roger F. Murray 


peter ORDINARY CIRCUMSTANCES the 
stock market 1s much the more inter- 
esting segment of the capital markets for 
study and for attempts at forecasting. But 
this 1s not the situation today. Fluctuations 
in.the prices ot cquitics continue to be of 
such modest proportions that they hardly 
stimulate our curiosity or exploit our 
weakness for guessing at the future. For 
our purposes therefore, we shall give the 
stock markct only passing mention as we 
turn to look at a dynamic, and ex- 
tremely interesting bond market. 

The changes which have taken place in 
the bond market amply support my use of 
superlatives. From 1932 through 1946, 


erratic, 


we had a long sequence of rising bond 
prices interrupted only by periods of 
stability. The postwar; 1947 
through 1950 produced only minor fluc 
tuations, but since March 1951 we have 
entered a new kind of market. The magni 
tude of the change can best be scen in the 


years of 


perspective of the bond markets we have 
had during the last three decades. During 
the 1920's individuals were very impor- 
tant bond buyers, and at times the com- 
mercial banks were a factor. A high de- 
mand for funds from corporate borrowers 
could be met by a combination of attract- 
ing commercial banks to expand credit for 
the purpose and by intensifying selling ef 
forts among the large number of indi 
vidual buyers. This was a fairly clastic 
bond market in which rather substantial 
changes in the demand for funds were 
accompanicd by comparatively modest 
changes tn interest rates. In fact, the sup 
ply of funds was so successfully developed 
that an increasing demand was met in an 
orderly way without checking the rising 
trend of bond prices until credit became 
tight in 1928-29. 

In the decade of the 1930's the supply 
of funds was relatively low, but the de- 
mand for new money was even lower. As 
a consequence of these supply and demand 
factors, together with the monetary and 


credit policies of the Government, the 
bond market rose almost without interrup 
tion from the depths of 1932 to the levels 
established at the outbreak of World War 
II. In this period of slack private demand, 
the bond market was literally a one-way 
street with all elements in the situation 
conspiring to push prices higher and 
highe r. Even the brief episod of a restrn 
tive credit policy in carly 1937 was only 
a temporary interruption in the broad up 
ward of bond prices 
During the war, of course, the private 
demand for funds disappe ared from th 
capital markets and only government bor 
rowing was important. The freezing of in 
terest rates into a_ set pattern for wat 
finance purpos s created a unique situation 
in which bond maturities became of only 
academic significance. Under these circum 
stances a 30-year bond had approximately 
the same liquidity and price stability as a 
three-year security. The thawing of this 
structure took plac only 
gradually in the postwar years and when 
the level of rates threatencd to rise be 
cause of an active private 
funds in 1947-48, the monetary authorities 


provided sufficient clasticity to the market 


frozen rate 


demand for 


to prevent any material change. This was 


of course, the well-known pegging opera 


tion in which the Federal Reserve stood 
ready to pur hase long term Goverament 
bonds at what amounted to a fixed price 
Long-term lenders could mect the private 
demand tor funds quite readily by selling 
their bonds in this pegged market. Having 
confidence in the liquidity and price sta 
bility of their Government securities, they 
feltina position to make commitments for 
months ahead. This period of bond market 
clasticity really ended in 1949 when, as a 
result of the substantial decline in the pri 
vate demand for funds, strength was re 
stored to the level of bond prices by the 
continuing growth of savings 

The decade of the 1950's started after 
the outbreak of war in Korea with an ill 
advised repetition of the 1947-18 bond- 
pegging operation by the central bank. By 
this process of facilitating the meeting of 
the demand tor 
private sources, the authoritics unqucstion 


investment funds from 
ably contributed to the rampant inflation 
ary pressures; and after the long contro 
versy which culminated in the accord of 
March 1951, the provision of clasticity to 
the capital markets by standing ready to 
buy Government securities at fixed prices 
was definitely abandoned. Since then we 
have been in a bond market notably lack 
ing in clasticity. 


ROGER F. MURRAY, vice president of Bankers Trust Com- 
pany, New York, is a writer and speaker on a wide range of 
subjects, particularly those related to the capital mar- 
kets and the activities of pension funds, in which Bank- 
ers Trust is especially active. Graduating from Yale in 
1932, he joined Bankers Trust to work on trust portfolio 
management until 1942. Following service in production 
planning at Air Force Headquarters, he returned to Bankers 
Trust to take charge of credit and security research, eco- 
nomics, and most recently, institutional advisory services. 


THE CONTROLLER 


407 


A CASH MARKET 

This very brief mention of past bond 
market characteristics ts pertinent to this 
discussion because it serves to highlight 
the fundamental difference between the 
bond market of May 1953 and bond mar- 
kets of previous years. The commercial 
banks, for example, are now very much 
back in the commercial lending business 
and in no position substantially to enlarge 
their takings of corporate and municipal 
bonds. We have no precise statistics on 
what has happened to the individual bond 
buyer, but we do know that whereas the 
leading thrift institutions (life insurance 
companies, savings banks, and savings and 
loan associations) held only about 20 
of the net long-term debt of individuals 
and corporations in the early 1920's, the 
proportion is now well above 500%. If 
trusteed industrial pension funds and 
other investment accounts were also in- 
cluded, it would be even more apparent 
that the individual bond buyer has sub- 
stantially disappeared as a major factor in 
the capital markets. It is quite natural, 
therefore, that the selling mechanism of 
the investment bankers no longer func- 
tions in relation to individual bond buyers 
on a large scale. The ubiquitous bond 
salesman of the 1920's has largely dis- 
appeared, his activities being replaced by 
the life insurance salesman and, in more 
recent years, the distributor of mutual in- 
vestment fund shares. It is fair to say, 
therefore, that the sources of private funds 
for the bond market which could be most 
readily expanded in the 1920's are not im- 
portant today. 

Now, therefore, we have predomi- 
nantly a cash market which expands or 


contracts only very, very sluggishly to 
meet a fluctuating demand for funds. As 
previously mentioned, we lack active com- 
mercial bank participation, we no longer 
have available individual bond buyers or 
the mechanism for gathering their funds, 
and the policy of the Government is op 
posed to making more funds available to 
mect a persistently strong demand. 

The change in bond prices, moreover, 
acts as a severe penalty against the thrift 
institution which might wish to shift from 
Government securitics into new private 
offerings. When the Victory 214% bonds 
are selling below 92, relatively few thrift 
institutions are in a position to take the 
loss involved even though there are seem- 
ingly limitless opportunities to reinvest at 
substantially higher rates. Thus, the supply 
side of the bond market hes become 
largely restricted to the actual flow of sav- 
ings into the leading thrift institutions and 
pension funds. If the demand for funds on 
private account is slightly less than this 
flow, obviously we should look for a 
stronger bond market. On the other hand, 
if the demand is excessive by even a few 
hundred million dollars, weakness in bond 
prices should be anticipated. Furthermore, 
as long as the Treasury is an important fac- 
tor in the same market, it is likely to be 
the controlling one because of the magni- 
tude of its operations. 

This characterization of the bond mar- 
ket should be constantly kept in mind be- 
cause we all know that a cash market be- 
haves differently from one in which there 
is ready access to credit. Instead of a broad 
market showing relatively minor changes 
in prices, we know that a cash market is 
thin, lacking continuity in prices, and 
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making much wider swings under chang- 
ing circumstances. This is, of course, the 
explanation for the rapid changes in bond 
prices which we have seen compressed into 
a very short period of time. The best illus- 
tration I can find is from the actual record 
of this year. In the public utility new issue 
market the January rate for high quality 
bonds was about 3.25% ; in February and 
March it was about 3.40%, it reached 
3.50% early in April, and rose above 
3.800¢ early in May. In the past, it has 
taken many months and even years for 
such a major change to unfold in the ab- 
sence of a panic or crisis situation. The 
thinness of the bond market has not been 
confined to corporate obligations. It has 
been equally characteristic of Govern- 
ment bonds, of which even small offerings 
have caused drastic price declines. 


THE PRESENT OUTLOOK 


Under these circumstances, it seems safe 
to conclude that whatever changes occur 
will be substantial rather than moderate 
and abrupt rather than gradual. Borrowers 
and lenders alike are faced with the en- 
forced participation in a game at high 
stakes of guessing the course of business 
activity and the supply and demand situa- 
tion most likely to result in the capital 
markets. 

No great amount of imagination or 
judgment is required to gauge the prospec- 
tive volume of the savings flow. We can 
expect a relatively small margin of error in 
anticipating that: 


Life insurance assets 
will grow by $514 billion 

Mutual savings banks 

will grow by 2 _ billion 
Savings and loan associations 

will grow by 314 billion 
Trustced pension funds 

will grow by 11), billion 

Making a total 

for the current year of $12 


billion 


available to meet the demand from private 
borrowers for plant and equipment out- 
lays, real estate financing, and workire 
capital requirements. The critical question 
is whether this savings flow will be enough 
for private demands plas whatever de- 
mands on the market the Treasury decides 
to make. 

In appraising the demand on private 
account, I feel very sympathetic to the 
plight of the ancient Greeks. They were in 
the habit of going to the oracle at Delphi, 
making a generous votive offering, and 
listening attentively to the whisperings 
which emerged from the rustling of the 
dry leaves. Invariably what was heard 
from this high authority was susceptible to 
interpretations which varied widely, and 
all too often the petitioner heard precisely 
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The parallel with the present situation 
is striking, first, because sound economic 
argument can be adduced on either side of 
the question and, second, because the same 
set of so-called “facts” can be quite vari- 
ously interpreted. I could, therefore, 
readily support the belief that we have 
only begun to see the impact of tight 
money, or I could convincingly argue that 
the major adjustment ts behind us and 
that we should anticipate some casing in 
interest rates over the next year or two. I 
happen to share the feeling that the latter 
development is more likely because I do 
not see a strong business picture or an in- 
flationary trend unfolding in the months 
ahead. 

My opinion is not of any great value, 
however, because it is not an important 
influence on monetary and credit policy. 
It is much more pertinent to observe that 
the Federal Reserve System and the Treas- 
ury are working together on what ts basi- 
cally an anti-inflationary policy. The Fed- 
eral Reserve is keeping the banks in a tight 
position and by agreement with the Treas- 
ury is not making it easy to extend maturi- 
ties of the public debt or to raise new 
moncy outside of the banking system. The 
Treasury is fully prepared to pay higher 
rates in competing against private bor- 
rowers for nonbank funds. As long as 
these policies are so vigorously pursued, 
higher interest rates are the natural con- 
sequence. 


NOT A LONG-TERM TREND 


Such a conclusion does not, however, 
imply that this trend should be measured 
in years; months are probably a much 
more appropriate unit. In my opinion, we 
should not look for secular trends in inter- 
est rates extending over long periods of 
years. Rather, we should expect a cycle of 
about the same duration as the cycle in 
business investment, as exaggerated or 
modified by inventory policies. Because the 
savings flow is so much more stable than 
these and other elements of demand, we 
can count upon fairly frequent changes in 
the price of long-term funds. 

If we should run into a period of less 
active business, its influence on the capital 
markets is easy to anticipate. The resulting 
decline in the demand for funds from 
private sources would be quite pronounced 
and the monetary authorities would be 
prompt to shift away from current restric- 
tive credit policies. This combination of 
events could create the foundation for a 
major decline in rates. 

The reason why the situation is so sus- 
ceptible to change is that corporations in 
the aggregate borrow only a small fraction 
of their requirements. The tally for the 
seven postwar years on where over $160 
billion of long-term money came from is 
as follows: 
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% of Total 


Retained earnings and 


depletion allowances 41.6¢ 
Depreciation 30.7 
Term bank loans 2.3 
Mortgage loans 33 
Net new issues 
Bonds 14.1 
Stocks 8.0 
100.06, 


Because of the essentially marginal charac- 
ter of the recourse to the capital markets, a 
modest decline in business such as that 
from 1948 to 1949 had the effect of re- 
ducing the reliance on external sources of 
long-term funds by more than one-third. 

The same situation prevails in the real 
estate market. In financing residential 
housing, lenders have te place $3 in new 
mortgages in order to increase their port- 
folios by $1 because of contractual amor- 
tization and repayments. A_ relatively 
modest decline in new construction could 
drastically reduce what has been a princi 
pal outlet for thrift institutions in the 
postwar years. 

Thus, we can state with assurance that 


it would not take much of a change in the 


business picture to alter the supply-de 
mand relationships in such a way as to 
produce a real casing in the capital markets. 
The business outlook ts clearly the critical 
factor in the outlook for interest rates and 
bond prices. 

The burden of my remarks up to this 
point has been to establish the fact that 
we are observing a bond market in 
which we must be prepared for abrupt and 
sizeable changes. Interest rates have been 
made highly sensitive to business condi 
tions and the policies of the Treasury and 
the Federal Reserve. What are the implica 
tions for the financial policies to be pur 
sued by businessmen ? It scems to me that 
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The program of the 22nd Annual 
Meeting of Controllers Institute 
(September 27-30) will include a 
discussion on “Controlling For- 
eign Operations” by Richard L. 
Bowditch, president, C. H. Sprague 
& Son Co., Boston, and William 
S. Swingle, president, The Na- 
tional Foreign Trade Council, Inc. 
at the Wednesday morning session. 
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there are at least three 
consider in the present tight moncy en 


vironment. 


major points to 


A PREMIUM ON 
GOOD BORROWING RELATIONS 


This is one of the times when good re 
lations with lenders and investors are at a 
premium. A record of maintaining good 
balances with depositary banks and keep 
ing them well informed about plans and 
policies is exceedingly valuable when the 
problem is obtaining short-term credit 
In dealing with long-term lenders and in 
vestors, consistently reliable information 
about past and present operations must be 
provided at all times. Evidence that finan 
cial planning for the future is done with 
care and competence ts also an invaluable 
asset to a borrower in a period of tight 
money such as this. 

It is fashionable nowadays to talk about 
having good “communications within 
our business organizations. The counter 
part for the company coming to the capital 
markets is a good interchange of ideas on 
business and financial policies with under 
writers, institutional and all 
other potential buyers of its securities 
Great progress has been made along these 
lines during the postwar years, but the ac 
complishments of cach company can be 
rated only at a time like this when it 1s the 
lender and not the borrower who is in the 
driver's seat. 


investors, 


A BONUS FOR GOOD CONTROLS 


It is self-evident that a reduction in re 
quirements is the best way to case a bor 
rowing problem in a period of tight 
moncy control over 
care in the extension of trade 
strict budgeting of plant expenditure pro 
grams can effect important 
working capital needs. Since the value of 


mVventorics, 
credit, and 


Good 


savings in 


(Continued on page 443) 


— Watar 
) 
a 
409 


Controllership and Accounting: A Contrast 


James L. Peirce 


The theme underlying all the ideas to 
which I shall try to give expression in this 
paper is that controllership and account 
mg are two distinct and s¢ parale sc1ences, 
and must be practiced accordingly. If this 
hypothesis AN vesislance 
in your thought, may 1 ask that you re 
serve judgment until we have time to ex 
plore it. If, on the other hand, you are in 
complete accord, and the assertion fails 
to excite your interest, let me beg you to 
examine with me the recesses of your 
thinking, and find out to what extent 
either you or | may be wedded to obso 
lete concepts. 

Now . relationship between the sei 
ences of controllership and accounting, if 
we may call them sciences, is extremely 
com plex. They are tangent at some points 
and they appear to overlap at others. They 
are closely entwined in the thinking of 
management, and, of course, the public 
and press. | believe we have reached thi 
point where they must be disentangled, 
for the benefit of both, and of all busi 


Ness Management 


S A FIRST STEP, let me mention one or 
A two of the important achicvements 
of accounting. Perhaps this will make it 
easier to show how heavily controllership 
must rely upon accounting and that it 
must acknowledge the leadership of a 
counting in certain essential fields of 
thought. 


JAMES L. PEIRCE, past president and a former director 
of the Chicago Control of Controllers Institute, presented 
this paper before the joint meeting of the Hamilton 
Control and the District Chartered Accountants Associa- 
tion, Hamilton, Ontario. Mr. Peirce’s business career in- 
cludes three years with a Chicago bank, followed by seven 
years in the comptroller’s department of the Celotex 
Company before joining A. B. Dick Company, Chicago, 
in 1934. He became assistant controller in 1941, control- 
ler in 1947, and vice president and controller in 1951. 


THE SCIENCE OF ACCOUNTING 

When I consider the immense debt that 
business owes the accounting science, the 
first thing that comes to mind is the con- 
cept of periodic net income. This subject, 
about which tomes have been written, un- 
derlies the whole structure of financial 
conversation. What are the carnings ? How 
do they compare with a year ago? We ac- 
cept the published figures quite readily, 
even though, as accountants or controllers, 
we are far more sophisticated than the 
financial public concerning the latitude ex- 
ercised in arriving at those figures. 

Though we may debate at length the 
myriad questions surrounding profit de- 
termination, we must admit that the pro- 
fession has done very well. The pendulum 
of opposing opinions tends to run down, 
and we find ourselves accepting, pretty 
much at face value, the certified re ports of 
corporate carnings. 

Need I labor this culogizing with other 
illustrations ? I think not. When you read 
a certified balance sheet, you have a cer- 
tain confidence in its valuations. Truc, you 
arc aware of differing accounting interpre- 
tations, yet, the accounting science has 
confined these differences to understand- 
able dimensions. The most cynical will ad- 
mit that net worth is a term with meaning, 
provided the accounts are audited by a 
reputable firm, 

This leads to a characteristic of account 
ing that ts important to our discussion. 
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Many years ago, accountants made a dis- 
covery which is valid today. They found 
that to dissociate themselves from  indi- 
vidual businesses and to establish them- 
selves independently—in much the same 
manner as the lawyers—afforded them im- 
portant advantages. 

They could, under this arrangement, be- 
come immeasurably more objective. They 
could be free to express their judgments 
without fear of undue influence by their 
employers. They could see the problems 
and internal workings of many companies 
in many industrics and thereby broaden 
their experience. They could, through 
formal association, cstablish professional 
ethics, and join together in the develop- 
ment of accounting principles. Their em- 
ployers, later called “‘clients,’” naturally 
relied more heavily upon their findings. 
This independent modus operandi con- 
tained all the ingredients of success, and 
public accounting prospered accordingly. 

As we move forward in the history of 
this unique movement, we find public ac- 
countants’ certificates becoming the key- 
stone of the arch upon which rests the 
confidence of public and press. We find 
public accounting working hand in hand 
with the legal profession——devcloping the 
essential financial facts acceptable in our 
courts. We find accounting principles be- 
ing expounded and argued in accounting 
periodicals, in which public accountants 
play a dominant role owing to the wide 
range of their experience. 

In the field of tax practice too, public 
wcounting has seized undisputed leader- 
ship. Its versatile staffs furnish the essen- 
tial tax thinking for thousands of corpora- 
tions, and represent them successfully in 
rclationships with the tax authorities. 

Then, more recently, we have become 
aware of the development of public ac- 
counting in newer fields—in the installa- 
tion of cost systems, and in counseling 
with industry in the preparation of figures 
to be used in governmental relationships, 
as in renegotiation, price redetermination 
and contract terminations. Because they 
are qualified by experience, reputation and 
integrity, we have asked them to assume 
heavy burdens of this kind during the 
past 12 years. 
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Now I do not intend these remarks to 
imply any disparagement of the contribu- 
tions which private accountants, or indus- 
trial accountants as we have sometimes 
called men in private industry, have mad 
to accounting knowledge. Their talks and 
published articles in the field contradict 
any such inference. But I shall try to ad- 
vance the point that, because industrial ac- 
counting is necessarily subservient to the 
science called controllership, it can never 
achieve equivalent status with independent 
public accounting in guiding the develop- 
ment of the science of accounting and act- 
ing as its guardian. 

I make mention of our debt to the ac- 
counting science because I respect it. As 
controllers, I feel that we must accord its 
practitioners the first place of authority in 
accounting theory and practice. We must 
ourselves resist the temptation to compet 
with them, in order that we may practice 
a new and challenging science of our own. 
If we practice controllership successfully, 
we shall use freely the accumulated wis- 
dom of the devotees of accounting, but we 
shall be forced to give our best energies to 
our own ficld. We have reached the part- 
ing of the ways and controllership de- 
mands our full allegiance, 


THE SCIENCE OF CONTROLLERSHIP 

You may have your own thoughts on 
the use of the word “‘science’”’ with refer- 
ence to controllership. Dictionary defini- 
tions only give rise to minuscule distinc- 
tions and idle conversation, but [ think 
we may assume that if management is a 
science, as 1s so well argued by the Ameri 
can Management Association, then con 
trollership is a phase of that science. It ts 
only a small further step to designating it 
a science of itself. My reason for using the 
term is that controllership has its founda- 
tion in definite principles, can be stated by 
means of rather precise rules and is emi- 
nently successful if practiced according to 
those rules. 

These principles and rules are perhaps 
best approached in the framework of an 
aim and an attitude. The aim is to control 
a business operation so that it may per- 
form up to its maximum capabilitics, the 
word “control” being used in a very spo 
cial functional sense. The attitude is char- 
acterized by a deep service motivation, 
which delights in mining, refining and 
delivering facts about the business which 
are essential to the making of operating 
decisions. It is also characterized by a 
sharpened sense of organization function, 
under which it refrains from making thos¢ 
decisions or being placed in a position of 
responsibility for them. 

Now, Ict us examine briefly the contri- 
butions which controllership ts making to 
management. The practice of controller- 
ship is the exercise by a trained mind of 
the techniques of control. What are thes« 
techniques ? What ts “‘control’’ itself ? 


HOW EFFECTIVE IS YOUR FIRM’S ADVERTISING DOLLAR? 


“Appraising the Effectiveness of the Advertising Dollar’ 
will be the theme of one of the 16 Industry Conferences 
to be held at Controllers Institute's Annual Meeting in Bos- 
ton, September 27-30. Neil H. Borden, professor of Adver- 
tising, Harvard Business School and Robert F. Elder, mar- 


keting consultant, of Boston will be the speakers on this 
subject. Frank Wallace, partner, Peat, Marwick, Mitchell & 
Co., New York, will be discussion leader. 

The subject will be presented at the Merchandising Con 
ference under the chairmanship of Herman W. Stein, con- 
troller, A. C. Nielsen Company, Chicago, and Vice Chair 
man T. G. Redman, controller, Swift & Co., Chicago. 


THE CONTROL PROCESSES 

In our own special sense, the word 
“control” always includes three component 
processes. The first is the adoption of a 
plan. The second is reporting of actual 
performance as compared with the plan. 
The third is making decisions and taking 
action. The formula is as simple as that! 

To illustrate the principle of control, let 
us first take the manufacturing operation 
as an example. The plan to be established 
contains elements famiiiar to all of you 
an expected level of production in suth- 
cient detail, a de partmentalized flexible 
budget for direct labor and factory over 
head, and a standard cost system with 
standard labor times and rates for the op 
erations to be performed. This is the plan 
for the factory. Using it, we can fit it into 
the over-all plan for the business, compute 
standard product costs for pricing and in 
ventory purposes, and so on. 

The second step in the control process 
is reporting performance against the plan, 
This too is a familiar task. It ts discharged 
by means of a combination of statements, 
written comments and conversation. The 
purpose is to make the essential facts 
clear to manufacturing management, in 
cluding foremen, superintendents, depart 
ment Managers and the top manufacturing 
executive. The essential facts consist of a 
comparison of actual performance with 
planned performance, in sufficient detail 
that every fraction of the operation, and 
thereby the whole, may be controlled. 

The third step is action. When the per 
formance picture is completely clear, the 
decisions to be made begin to be clear as 
well. If the reporting ts thoughtful rather 
than perfunctory, creative and forceful 
rather than confined to conventional forms 
the control tool will be sharp. Action will 
follow Output and costs will be con 
trolled. 


If we have exceeded budget, Corrective 
measures can be initiated. Tf actual labor 
time, as shown by datly ctticiency reports 
is higher than standard, remedial steps 
may be taken. Note too that if these ex 
cesses are attributable to faulty standards 
or budgets, these must be adjusted ac 
cordingly, and this action will alter the 
plan itself, 

The outcome of this activity 1s a factory 
doing its work within the ordered disct- 
pline of control. We are controlling to 
predetermined standards. We are applying 
the technique of management by excep 
tion to control tts pe rlormance 


THE CONTROLLER’S PART 
IN THE PROCESS 

Where does the controller tit into this 
pattern ? First, | think we must recognize 
that the controller is not one man but a 
group of men. For our purposes, the con 
troller and his staff are one, and we shall 
refer to this one as the controller. Actu 
ally, the controller must here be thought 
of as a function, or a force, rather than as 
an individual, Controllership may be prac 
ticed in his behalf, in delimited areas, by 
a budget manager, a factory accountant or 
any other designated individual on the 
controller's staff. 

Let us consider, then, the controller's 
part in the process of control of the manu 
facturing operation which we have been 
using for our example. It seems evident 
that he cannot himself establish the budg 
ets or standards. Many controllers have 
tried it and failed, simply because no one 
takes seriously an operating standard es 
tablished by the controller alone. Manu 
facturing Management must participate 
and top management must lend the weight 
of its authority. No standard or budget is 
worth anything if it is not responsibly ac 


cepted by the entire line structure of or 
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ganization, reaching to the top executive 
level. 

Furthermore, the controller cannot in 
itiate the action required in the control 
process. He cannot himself issue the in- 
structions or change the method of operat- 
ing. That is the prerogative of the manu- 
facturing management, If he were to cross 
this line, he would be stepping into the 
shoes of the responsible operating man- 
agement and would no longer be a con- 
troller 

What then does he do? Well, first, be- 
fore the control process could even be 
launched, someone had to see the necessity 
for the proper standards, design the pro 
cedures required to provide these stand- 
ards, and then install the system—all, of 
course, working hand in hand with operat- 
ing ‘management. This entire areca of 
thought 1s the province of the controller. 

Then, when the system has been in- 
stalled, someone will have to measure ac- 
tual performance against the approved 
standards, and report and interpret the 
operating results period to period. 
This too 1s the job of the controller. 

Then someone in the organization 
should be entrusted with the assignment 
of observing impartially the progress of 
the factory we have in a from the 
standpoint of effectiveness generally. This 
includes appraising — the and 
budgets themselves, which have been cs- 
tablished by manufacturing management, 
and, perhaps, reporting on their validity 
to gencral management. This again ts the 
work of the controller. He must both carn 
and be accorded a free hand to make this 
contribution, that he may do so without 
offense to his associates and with the as 
surance of a receptive ear for his findings. 

Now, these duties are not accounting 
duties. They are controllership duties and 
they contrast sharply with accounting du 
tics, even though a thorough training in 
cost accounting practices 1s essential to 
discharging them. We have been so con 
fused in the early development of control 
lership by its close afthnity to accounting 
that we have aknost come to think of a 
controller as simply super-accountant 
with executive status. Nothing could be 
farther from the truth, and the sooner we 
recognize it the better off we all will be. 

Within an industrial or commercial or 
ganization, a controller is a control officer. 
He employs accounting techniques for the 
purpose of accomplishing the control func 
tion. The realization of this basic truth is 
the first step in discerning the contrast be- 
tween controllership and accounting. 


NO OPERATING DECISIONS 

It is only a mental exercise to expand 
the example of the factory which we have 
just been using to embrace the entire com- 
pany. The controllership attitude and prac- 
tice is exactly the same. The essential 
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threefold nature of the control process 
does not change, even though the com- 
plexities of the problem are multiplied. 
The controller must first see that the busi- 
ness establishes, through authorized man- 
agement, a plan for the control of opera- 
tions. Second, he must measure operating 
results against that plan and report and 
interpret this performance to all levels of 
management. And the third step—the de- 
cision and action step——he must leave to 
line authority, retaining, however, the 
privilege of commenting on the plan it- 
self, the effectiveness of controls, the effi- 
cacy of the standards and any phase of 
policy, organization structure or proce- 
dures relevant to the control process. 


LUNCHEON SPEAKER AT 
CONTROLLERS MEETING 


Soymorer 


DR. RUTH ALEXANDER, who writes a 
weekly newspaper column, “Our Amer- 
ica,” for the New York Mirror and other 
newspapers from coast to coast, will 
address the Wednesday luncheon guests 
at the 22nd Annual Meeting of Con- 
trollers Institute to be held in Boston, 
September 27-30, 1953. Her subject 
will be “Can Capitalism Survive?” 


But the controller must not make op- 
erating decisions or take operating re- 
sponsibilitics. Let him break this law at 
his own peril. He must not issue instruc- 
tions. He must not establish budgets for 
others. He must not take operating people 
to task for failure to mect the standards. 

Controllership establishes and coordi- 
nates a plan for the control of — 
»roviding all the techniques of control; 
but Operating Management must put the 
plan into effect and make it work. The 
controller's staff measures performance 
and interprets operations—always making 
certain that the same facts, though differ- 
ing in detail, are reported to all levels of 
supervision——but responsible management 
must make the decisions. 

The controller sometimes must venture 
as close to the border line as possible 
without making the actual decision. His 
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facts and interpretations are frequently so 
impelling that the decision to be made is 
obvious. But, regardless of any pressure 
from operating or general management, 
he must keep entirely free from actual op- 
crating responsibility and refuse to be 
placed in the pe of making decisions. 
The penalty for infraction is the sacrifice 
of controllership effectiveness. 


THE CONTROLLER MUST CONTROL 


We have drawn some distinctions which 
at first may appear fine, but I hope will 
some day be firm and bold. I have tried to 
make it clear that the controller is not an 
accountant, even though he ts responsible 
for the accounting function—and that he 
is not an Operating manager, even though, 
in exercising the control function, he con- 
tributes to every major management de- 
cision. 

A proper understanding of these rela- 
tionships should remove all offensive con- 
notation from the word “‘control.’’ It 
should relieve the controller of the accu- 
sation of mere personal ambition in giving 
to this control principle, which 

is main reason for holding the office. 
Let us then recognize frankly that a 
controller's job is to control. There ts 
nothing ominous about the word, properly 
understood. Control is a vital, unselfish 
force which gives a company direction 
and balance. It is the controller's business 
to provide this force. It matters little 
whether his title be controller, treasurer 
or vice president, so long as he provides 
the control machinery, keeps it in work- 
ing order and sees that it is properly used 
by the organization. 

Like most mechanical wonders, this ma- 
chinery is simple in principle. At the risk 
of repetition, let me say that it consists of 
(1) a plan, (2) reporting on performance 
against the plan, and (3) decision and ac- 
tion as indicated. This pattern is repeated 
as many times as there are units of respon- 
sible supervision in the company, and the 
whole is brought together into a grand 
plan which directs the company's opera- 
tions and controls its course. 

The typical control umt is the depart- 
mental budget, the monthly reporting of 
actual results compared with budget, and, 
by process of logic, the resulting action 
by the department manager, frequently 
reaching forward to new and better plans 
and budgets. Multiplied and magnified, 
this simple mechanism becomes tiller and 
rudder for the business. The plan em- 
braces sales forecast, operating budgets, a 
capital expenditure program, a financing 
plan, a merchandising plan, research and 
product planning—all fitted into the mas- 
ter plan. Only when this hard, construc- 
tive thinking has been done, by all levels 
of management from the president down, 
can the planning job be completed. 

And in this process, we reap a fine har- 
vest. We force ourselves to make decisions 

(Continued on page 429) 
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STATEMENT OF THE PROBLEM 

To properly evaluate sale and Ieaseback transactions from the 
standpoint of the user of a property, an examination of the 
broader aspects of the best means of financing capital assets is 
essential. This includes consideration not only of ownership 
versus rental but also, in the case of ownership, whether capital 
should be derived from equity sources, prefe rred stock, or debt 
capital. 

Some companies follow the practice of confining their invested 
capital to equity sources with all property owned outright. Others 
have the same capital structure but lease property and still others 
supplement their invested capital from preferred stock and debt 
capital sources. Different management policies are evident in the 
following chart illustrating the varying compositions of capital 
structure. In order to have a common denominator for compar- 
ing enterprises both with and without Icased property, it was 
decided to use as 100% the economic capital. This 1s obtained 
by adding the amount of the rented capital (capital represented 
by rented property) to both the invested capital and the assets 
shown on the conventional balance sheets. 


SOURCE % % % % 
Invested Capital 


Equity 100 70 65 55 
Preferred 15 10 
Debt 20 15 
Sub-Total 100 70 100 80 
Rented Capital 30 20 
Economic Capital 100 100 100 100 
REPRESENTED BY: 

Working Capital—net 45 45 45 45 
Capital Assets 50 20 50 30 
Other Assets 5 5 5 a 
Balance Sheet Assets 100 70 100 80 
Rented Property 30 20 
Total 100 100 100 100 


No attempt has been made to indicate what the ideal capital 
structure should be since this is dependent essentially on the 
profitability and stability of the enterprise, the degree of con 
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servatism or risk dictated by management, and the demand in 
the capital markets for given types of instruments at the time 
of financing. As a guide in this regard certain salient character 
istics of the different forms of capital are stated. 


INVESTED CAPITAL 

Equity capital (common) is the most conservative source and 
under present conditions, except for some “growth” and specu 
lative situations, requires the highest level of compensation to 
attract investors. This is occasioned by the fact that there is no 
obligation to pay back to the suppliers (stockholders) monies to 
amortize their original investment. In addition, by the very na 
ture of this form of capital, the economic cost for its use takes 
the form of dividends, adequately covered, the amount of which, 
within the limits set by the carnings of the enterprise, 1s dis 
cretionary with the directors. There are, of course, opposing 
forces which tend to mitigate any possible abuse of this discre 
tion. First, federal income tax requirements impose penalties on 
unreasonable accumulations of earnings; and second, the com 
mon stockholders could, if suthciently aroused, effect a distri 
bution of dividends, conceivably more generous than manage 
ment thought discreet. These dividends are also expensive since 
no tax benefit is available to the payer. 

In the case of preferred stock, of which modern issucs gen 
erally carry sinking fund requirements and restrictive Covenants 
similar to debenture issues, the cost for the use of the money 
is generally less than for equity capital because of such cove. 
nants and requirements for payment of regular stipulated divi 
dends. These dividends likewise have no tax benefit. While less 
expensive than equity capital, the preferred stock involves more 
risk to the issuer because of the obligations indicated. 

Debt capital is the least expensive form of invested « ipital 
but involves the most risk to the issuer. The obligations to pay 
back the pring ipal and to pay interest are usually more sever 
(in case of default they may involve bankruptcy) than in the 
case of preferred stock with resultant lower interest cost than 
the preferred dividends. The effective interest cost is further 
reduced since tax benefit is available 

When an enterprise has preferred stock, debt capital or rented 
capital, greater risks are borne by the common stockholder. They 
will demand compensation commensurate with the risk 


RENTED CAPITAL 

Before discussing rented capital it 1s desirable first to. state 
the bas assumptions made as to the terms for leasing of 
property : 


1. The leasehold period extends at least 20 years 
2. Rent covers the following clements 
4. Amortization of property cost (including land) over 
the initial leasehold period. 
b. Interest on the owner's investment in the property cal 
culated on the declining balance after amortization 
3. The tenant pays for property taxes, assessments, insurance 
and maintenance 
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CORPORATE FINANCING DISCUSSION 
TO BE FEATURED AT CONTROLLERS MEETING 


A panel discussion on “Corporate Financing,” 
with Maynard F. Carter, comptroller and secretary 
of Worcester Pressed Steel Company, Worcester, 
Mass., presiding, will be held on Wednesday 
morning, September 30 at the Annual Mecting of 
Controllers Institute to be held in Boston. The 
program includes 


Subject: “Financing Through Leasebacks”’ 

Speaker: J. Karl Fishbach, assistant treasurer and ex- 
pense controller, City Stores Company, 
New York. 

‘Financing the Medium-sized Corporation” 
Reginald W. Porter, treasurer, Van Nor- 
man Company, Springticld, Mass 


Sub je cl 
Spe aker, 


Subject Financing the Closed or Family Corpora 


tion’ 

Speaker: John H. Wyllic, controller and assistant 
treasurer, Howard D. Johnson Co,, Wollas 
ton, Mass 

Roland A. Erickson, president, Guaranty Bank & 


Trust Company, Worcester, Mass., will act as mod- 
erator 


In order to qualify for this type of minimum cost lease, the 
property should have either or both of the following charac- 
teristics: 

1. The property should be readily marketable. 

2. The property should be basic to the enterprise because of 

such factors as (a) a location which is an essential feature of 
survival, as in the case of some retail property, or (b) im 
provement with heavy machinery having a high installation 
cost. 


Rented capital in many respects resembles ownership of 
property acquired from debt sources and may have a similar 
effect on credit standing. Leased property is in effect borrowed 
in kind with an obligation to pay rent to amortize the land- 
lord's investment and yield an interest return. It differs from 
ownership in that at the end of the leased period (including 
possible renewals) the tenant loses the use of the property and 
residual values including any appreciation, both of which revert 
to the landlord. This is an important consideration in the light 
of possible long-term inflation; also, in the case of ris pe 
such as retailing, residual land values given to the landlord may 
actually have been created by the tenant's own operation. 


FACTORS INFLUENCING SELECTION 

As an aid in deciding in a given situation whether sa er 
should be owned or leased, a qualitative check list (Appendix 1) 
has been develope d which covers the following factors: 


1. Long-Term Stability of Earnings 

2. Cost 

3. Financing 

4. Adjustability to Changing ¢ onditions 


Long Term Stability of Earnings 
Reference to the check list indicates that the risk to the enter- 
prise increases 10 direct relationship to the decline in earning 
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stability (top to bottom) and also increases as the method of 
financing moves from equity capital toward leasing (left to 
right). 

When stability of long-term earnings is above average in re- 
lation to the economy as a whole and the industry in particular, 
risk is at a minimum under any situation outlined. In the case 
of average or below average carning stability, there ts a risk 
incident to preferred stock financing by way of possible arrears 
in dividends or sinking fund requirements. While these defaults 
do not generally threaten the solvency of the business, they may 
result in diluting the powers of existing management, or in 
changing control of the enterprise. With similar earning. sta- 
bility, debt financing presents the possible risk of inability to 
pay interest or debt amortization which may effect the solvency 
of the enterprise. Where the property is leased, the risk of in- 
ability to pay rent ts incurred with possible loss of the lease- 
hold including improvements, and resultant penalties, including 
insolvency. This ts inherent in the lease, since the elements com- 
prising rent, namely return on investment (interest) and _re- 
covery of investment (depreciation), are both fixed charges 
whereas under ownership cash accumulations from depreciation 
accruals may be an clement of strength in periods of economic 
stress. This differentiation 1s accentuated most when ownership 
is derived from equity sources, and least in the case of relatively 
heavy debt financing. 


Cost 

Normal cost includes such items as property taxes, 
ments, insurance, and maintenance, which are the same for the 
alternate forms of ownership or for leased property. Amortiza- 
tion of land is generally an clement of rent for leased proper- 
ties and as such is deductible for taxes. In the case of owned 
properties this amortization is applicable only when there is a 
shrinkage in the value of land but no tax benefit is available 
until ownership is surrendered. 

Depreciation is spread over the estimated useful life of owned 
property but in the case of leased property this element, con- 
tained in rent, may be accelerated where the Icaschold period is 
shorter than the useful life. This also applies to leaschold im- 
provements. The tax benefit of acceleration is accompanied by 
higher fixed charges, and in the absence of a satisfactory renewal 
of the lease the net effect may be disadvantageous. 

Cost of financing has three components, namely flotation cost, 
property acquisition Cost and carrying cost. 

When property is owned, underwriters’ fees are incurred as 
a cost of floating the necessary securitics. In the case of leased 
property, corresponding costs are incurred by the landlord and 
may be reflected in the interest rate as an element of cost. 

Property acquisition costs, consisting of legal and brokerage 
fees incident to the acquisition of property, are incurred whether 
properties are owned or leased. 

Carrying cost takes the form of dividends in the case of equity 
or preferred stock and interest in the case of debt capital. As 
explained under Invested Capital, interest on debt capital is the 
least expensive form of raising capital, particularly since it is 
deductible for taxes. The interest element auanl in rent has 
similar characteristics but is usually more expensive than debt 


ASSCOSS- 


interest. 


Financing 

Unlike leased property, which requires no capital funds ini- 
tially, owned property requires funds which are obtainable from 
the tollowing sources, cither singly or in combination. 


Equity ¢ apital 1. Issuance or Sale of Stock 
2. Retained Earnings and 
Reserve Accumulations 


Preferred Stock 1. Issuance or Sale of Stock 

Debt Capital 1. Debentures—(claim on general credit ) 

2. Mortgages—(debt capital to the extent of 
about 2/3 of property value plus other 


funds for balance) 
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A further advantage to ownership is the opportunity to re 
duce capital costs where dividend or interest rates have dropped. 
While dividends may be simply reduced in the case of common 
stock, preferred stock or debt capital requires a refinancing to 
accomplish a reduction in capital costs. A decrease in rent, how- 
ever, 1s not generally available if interest rates drop during the 
term of the and at the expiration of the Icase interest 
rates may be higher. 

There are certain limitations inherent in obtaining capital, 
aside from those which may be imposed by current market con 
ditions. 


lease 


Stockholders’ approval may be required for 
stock issue, 

Stockholders’ approval may be required tor 
stock issue. In addition, there may be restric 
tive covenants in a charter authorizing a prior 
issue of preferred stock. 

-There may be restrictive covenants in a debt 
indenture underlying prior debt capital, or in 
a charter authorizing preferred 


Equity Capital - 


Preferred Stock 


Debt Capital 


Leasing of property, rather than ownership, may afford a 
means of avoiding limitations on preferred stock or debt. Such 
limitations may indicate a sale and leaseback financing. 


Adjustability to Changing Conditions 


Because of changing conditions during the economic life of 
business property, management 1s frequently confronted with 
the necessity of resolving various financial problems. There may 
be a desire (1) to reduce fixed charges, (2) to add to working 
capital, (3) to obtain various tax benefits, or (4) to avoid debt 
restrictions. Some of these problems may come into sharper 
focus, when property has lost its utility to the occupant, when 
substantial changes occur in the market valucs of property or 
when major improvements become necessary. 

Following are considerations given to the solutions available 
to management under changing conditions, first, to cases where 
the market value of owned property has not changed, followed 
successively by those where market values have increased or dé 
creased. 


A 


No Change in Market Value—Owned Property 


When owned property is no longer desirable because of loss 
of utility to the owner, it may be disposed of cither by rental 
to others or by sale. A rental would be preferable if the loss in 
utility were considered temporary or if a sale could not be made 
at a satisfactory price. In effect a rental would reduce fixed 
charges by producing income. 

Where the loss of utility is considered final, a sale of the 
property reduces the fixed charges and yields the additional 
benefit of an increase in working capital from the net proceeds. 

When owned property is still desirable to the owner becaus« 
there has been no material change tn utility, it is possible tor 
tain the use of the property and still obtain the benefit of an in 
crease in working capital by a sale and Ieaseback. Another ad 
vantage is that debt restrictions may be avoided in raising ad 
ditional working capital by this means. As mentioned previously 
under Cost, a sale and leaseback affords the tax benefit of land 
amortization. 

An alternative means of raising needed working capital ts 
to mortgage the property, for which funds are generally avail 
able to the extent of about 2/3 of the market value of th 
property. A consequence of mortgaging the property is to in 
crease fixed charges by the interest on the mortgage. 

Obstacles may be encountered in mortgaging property becaus: 
of debt or preferred stock restrictions. This may sometimes be 
overcome by a ‘‘split-off’” involving a transfer of the property 
into a wholly owned subsidiary, not subject to debt restrictions, 
by having the mortgage raised by the subsidiary, and by exclud 


ing such subsidiary from the consolidated financial statenients 
The require that the parent com 
pany enter into an appropriat with the land 
lord. Having the property separately incorporated may yield 
surtax benefits on the tirst $25,000 of its income, provided con 
solidated tax returns are not filed. With separate company tax 
The ettect of a 
split otf and mortgage is to increase fixed charges 


mortgagee would, of course, 


lease subsidiary 


returns, dividends received are subject to tax 


B 
Owned Property 


In cach of the above situations it was assumed that there 
no significant Change in the market value of the property. Where 


in market value the ettect 


Was 


there has been 


is as tollows 


a significant mereasc 


Rent to others. Same as in (A). 


Sell 
gains tax rates. 


Sell and leascback-The proceeds are added to working capital 
as in (A), but diminished by the amount of the capital gains 
tax. Despite this tax payment a gain results because future rental 
payments are deductible for normal, surtaxes, and possibly 
excess profits taxes, so that the net cost over the lease period ts 
less than the gain on the sale net of capital gains tax, provided 
that the enterprise continues to have taxable income over this 
period. The tax benefits of land amortization and the avoidance 
of debt restriction are similar to (A). 


Same as in (A) except that the gain is subject to capital 


Mortgage—Same as in (A). 


Split-off and mortgage —Same as in (A). 


Cc 


Decrease in Market Value—-Owned Property 


Rent to others—-Same as in (A) and (B) 


Sell--The reduction in fixed charges and the addition to work- 
ing capital are the same as in (A). Instead of a lower rate 
capital gains tax as in (B), the benefit of full tax rates is ob 
tained on the loss realization to the extent that there are no 
offsetting gains. 


Sell at a loss and leaseback~-Same as in (A) plus benefit of full 
tax rates on loss realization (see section on Taxes). In apprais 
ing a sale at a loss and a leaseback, consideration should also be 
given to the possibility that the resultant diminution of surplus 


might imperil the ability to pay dividends. 
Mortgage Same as in (A) and (B). 
Split-otf and mortgage -Same as in (A) and (B). 


Abandon 


duced. In addition, a loss realization is available for tax 


When property is abandoned, fixed charges are re 
without 
the need to offset gains. 


Leased »perty 


Where rented property is no longer desirable to the tenant 
because of a loss in utility, action is generally limited to sub 
letting if the lease permits, thus reducing fixed charges to the 
extent of the rent received, An alternative, which is usually dith 
cult, 1s to renegotiate the Another alternative is to make 
a settlement with the landlord terminating the lease, in which 
CAS¢ tax benefit would be available for the 
of the settlement. Since settlement with the landlord ts usually a 
matter of negotiation rather than a contractual right, the terms 
ota possibl settlement, whether occasioned by an increase of 
are not likely to be favorable. On the 


lease 
immediate amount 


decrease in market value, 


| 
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other hand, ownership affords the flexibility of cither renting or 
selling in the open market, contrasted with restricted rights, if 
any, in the case of tenancy. 

The possibility of the necessity for improvements to Ieased 
property, not anti ipated when the lease was negotiated, consti- 
tutes a major disadvantage. If such improvements become neces- 
sary, the tenant is not in a favorable position. He must either 
finance the cost and absorb it over the remaining period of the 
lease, possibly brief, or must negotiate for landlord financing. 


TAX CONSIDERATIONS 

A study of the relative merits of sale and leaseback as op- 
posed to other means of financing would not be complete without 
a review of the tax implications of these transactions as dis- 
closed by an examination of Tax Court decisions. Even though 
there have been numerous sale and leascback transactions in re- 
cent years, only four of any importance have been the subject of 
Tax Court decisions. Oddly enough, two decisions have been in 
favor of the taxpayer and two in favor of the Government. 

These cases are summarized in Appendices HI and IT. An 
examination of them discloses a pattern which can be helpful in 
evaluating the possible tax results of a proposed sale and lease- 
back. To be successful taxwise, transactions should have certain 
characteristics. 

The sale should be bona fide and at arm’s length, which means, 
of course, that the price represents a fair market value, based 
upon negotiations, appraisals, or compcting offers. It is prefer- 
able that the sale be made to an unrelated party but if it is made 
to a related party, extreme care should be taken to sce that these 
conditions are met. 

Rental should be fair for the property. The minimum cost 
type of lease described previously, which provides the landlord 
with a reasonable return on his investment (declining balance) 
together with its amortization, should qualify in this regard. 

Where gain or loss is involved, the term of the lease should 
be for less than 30 years in order to comply with the regula- 
tions, Which provide that a leaschold for 30 years or longer shall 
be considered as owned property. In such case a sale and a lease 
back of 30 years or longer would thus be treated as an exchange 
of property of like kind and gain would be recognized to the 
extent of cash received whereas a loss would not be recognized. 
A renewal option at a stipulated rental which extends an initial 
lease to 30 years or more would appear to be the same as a lease 
for the combined period. Where no considerations as to gain or 
loss are involved, the question as to the deductibility of rentals 
or amortization of leaschold improvements has not yet been 


RELATED READING 


Papers from the Second Annual Conference on 
Controllership, sponsored by the University of 
Chicago and the Chicago Control of Controllers 
Institute, include a talk given by Thomas W. Bry- 
ant, general controller, The Cuneo Press, Inc., Chi- 
cago, on the subject of ““Leaseback Arrangements.” 
Copies available from University of Chicago—122 
pp. $1.50 


Reprints of “Industrial Financing Through Own- 
Lease’ by John J. Wilson, Jr. and Scott Harrod 
from the February 1949 1ssuc of THE CONTROL- 
LER are available tree to members of Controllers 
Institute (25¢ to nonmembers) Address 1 East 
42nd Street, New York 
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clarified. Since the deductibility of these items may possibly be 
subject to postponement or disallowance, extreme caution is 
advisable. 

Provision for a renewal period at rentals to be negotiated at 
the expiration of the original lease does not appear to have an 
adverse effect. However, this point has not been covered in any 
tax case to date. 

Improvements to the property which are made by the tenant 
should revert to the lessor at the expiration of the lease. If the 
improvements are made by the landlord, commensurate reason- 
able adjustment should be made in the rent. 

The tenant should not be entitled to repurchase the property 
at a stated price since such an option might throw a cloud on the 
bona fides of the sale. However, provision that the tenant would 
have the opportunity to repurchase the property at terms no less 
favorable than those offered by another prospective buyer should 
not jeopardize the sale taxwise. Again this point has not been 
decided in any tax case. 

Where a sale and leaseback meets these requirements, a re- 
sulting net loss would normally be deductible from ordinary in- 
come, while a net gain would be taxable as a long-term capital 
gain at lower rates. Gains or losses from all other sales of real 
estate or any depreciable business property must be combined 
with those of a sale and leaseback to determine whether a net 
gain or loss results. It 1s interesting to note that there were no 
sale and leaseback tax cases reported in which there was a gain 
from the sale. 

Although these conclusions are based on a limited number of 
cases, it seems reasonable to expect that the policy of the Treas- 
ury Department will not change materially. Favorable tax treat- 
ment could, no doubt, result from action based on judicious 
examination of the tax principles indicated. In view of the his- 
tory of frequent and major changes in our tax laws, considera- 
tion should also be given to the dangers inherent in basing a 
long-term decision solely or even predominantly on the tax ad- 
vantages under current law and interpretations. 


SUMMARY AND CONCLUSIONS 

The true nature of leasing ts that it resembles ownership from 
debt sources, while the rental cost involves the obligation to 
amortize the landlord's investment and to yield an interest re- 
turn, at a rate somewhat higher than that for debt. 

Leasing (borrowing property in kind) affords the advantage 
of enjoying its use without employing funds from invested 
capital sources (equity, preferred or debt). 

At the termination of the lease, residual values such as land, 
the appreciated portion of which may have been created by the 
tenant's Own operation, revert to the landlord who also enjoys 
the benefits of appreciation during inflationary periods. This is 
significant where the property is basic to the enterprise. 

With leased property the risk of inability to pay rent is in- 
curred with all the resulting potentialities of loss and penalties. 
In periods of economic stress, a tenant is less able to weather 
the storm than the owner who availed himself of the bene- 
fit of cash accumulations from depreciation accruals. 

Under a lease, tax benefit is available for amortization of land 
and for accelerated depreciation. These benefits may be more 
than offset by the loss of residual values. 

Where interest rates have dropped, or where property has 
lost its utility, a tenant's ability to adjust for these changes is 
less flexible than an owner's. The tenant’s action is limited to 
dealing with the landlord or subletting if that right is available, 
while the owner can rent to others or sell in the open market. 

Where existing debt provisions, or the company’s existing 
financial condition make further debt financing dithcult or im- 
possible, a sale and leascback may furnish an alternative source 
of working capital. 

Where there has been major appreciation or depreciation in 
property values, a sale and Ieaseback may provide tax benefits in 
addition to working capital. These tax benefits must be care 
fully weighed against the present and prospective values of the 
property rights surrendered to achieve them. 
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Appendix | QUALITATIVE CHECK LIST 
Factors Influencing Selection 
OWNERSHIP 


FACTOR: EQUITY CAPITAL PREFERRED STOCK DEBT 


1. LONG-TERM STABILITY 
OF EARNINGS 


Above average Risk—minimum Same as equity Same as equity Same as equity 


B. Average Risk —minor Risk—possible arrears in pre Risk-—possible inability to Risk--possible inability to 
ferred dividend or sinking pay interest or debt amorti pay rent 
fund requirements zation 

C. Below average Risk — moderate Risk—probable arrears in pre Risk probable inability to Risk — probable inability to 
ferred dividend or sinking pay interest or debt amorti pay rent 


fund requirements zation 


OST 


Property taxes, assessments, Same as equity Same as equity 


Same as equity 


Normal operating 


insurance and maintenance 


Same as equity Same as equity Generally included in rent 


Amortization of land None for income taxes 


voive 


Estimated useful life Same as equity Same as equity May be accelerated. Te: 


Depreciation 
original lease may be shorte: 


than useful life 


Possible disadvantage of loss 


of property in absence of fa 


vorable renewal options 


D. Cost of financing 
| Flotation cost Underwriters’ fees Same as equity Same as equity May be in rent 
2. Property acqui- Legal and brokerage fees Same as equity Same as equity May be in rent 


sition cost 


3) Carrying cost Dividends ‘no tax benefit Same as equity Interest Interest included in rent is 


usually higher than debt ir 


terest 


NANCING 


1s Equity 1, Debentures (lien on ger No capital funds required ini 


A. Source of funds |. Issuance or sale of stock Same 


eral credit tially 


Mortgage (debt capital to 
the extent of about 2/3 


f property value plus 


other funds for balance 


2. Retained earnings and re 


serve accumulations 


Opportunity for refi Reduce dividends Refinance Refinance None, except at expiration of 


lease which may occur when 


ar cing 
interest rates are high 


Same—subject to limitatior Subject to limiiations in char May avoid debt limitation un 


Stockholders’ approval 


in charter or prior issue ler r terms of existing debt der current pra tice 


TAX EFFECT 


; Add to Avoid Land Capital Loss Reduced 
4, ADJUSTABILITY TO CHANGING Fixed Charges Working Debt Amorti Gains Reali Rates Ist 
ONDITIONS Decrease Increase Capital Restrictions zation Rate zation $25,000 


No change in market value 


2) Se %. x 
3) Sell & leaseback ....... x x Xx 
B crease in market value 


} Substet if lease permits, « 


3. Sell & leaseback ..... x x xX 
negotiate lease, or tern 
4 ortgag 3 by settlement. Subsequent im 
5 “Split-off’ & mortgage x x x X 
S provements may be costly 


Decrease in market value 


Rent to others 


3, Sell & leaseback .......... x 
4 Mortgage ........ x x 
5) “Split-off”’ & mortgage x 
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Appendix 

Catherine G. Armston, W. H. Armston Co., 
Inc. 

12 T.C. 539 (March 31, 1949) 


Mrs. Catherine G. Armston, wife of the 
president and a 600 stockholder of W.H 
Armston Co., Inc., purchased tractors, bull 
and cranes from the corporation 
436, the corporation's book value 
Funds for the pur 
chase bank The 
equipment was rented to the corporation at 
O.P.A, ceiling rates, and rental payments 
were as follows 


praders 
for $44.66 
fixed 
obtained by a 


of such assets 


were Joan 


February through 
December 1944 

1944 

1945 


$72,505.45 
48,861.75 
16,763.50 


The court ruled, with one dissent, that 
there was no presently recognizable sale or 
transfer and that the payment of so-called 
rentals was not deductible as a business ex 
pense, but was in effect distributions of cor- 
porate earnings in the nature of cash divi- 
dends 

It is apparent that the court did not con 
sider the transactions between the parties as 
bona fide and at arm's length, and hence 
the ruling adverse to the taxpayer. 


The Standard Envelope Manufacturing Com- 
pany 
15 T.C. 41 (July 31, 1950) 


The Standard Envelope Manufacturing 
Company occupied land under a ground 
lease with unfavorable terms which they 
tried to have modified but without success. 
In order to obtain relief and in accordance 
with a purchase option in the lease, Stand 
ard acquired the land on December 18, 1944 
for $125,000.00. On December 28, 1944 
Standard sold the land and buildings, hav 
ing a total tax basis of $189,526.84, to Ed 
ward J, Meisel, an independent investor in 
real estate, for a negotiated price of $70, 
000 resulting in a loss, including the ex- 
penses of the sale, of $122,378.84 Prior to 
the sale, two independent appraisals of the 
value of the property were $60,000) and 
$68,000. 

Standard desired to secure other and 
more suitable quarters and theretore en 
tered into an agreement with Meisel to con 
tinue in occupancy for one year at a rental 
of $6,000 with an exercisable on 
July 1, 1945 to enter into a lease for a term 
of 24 years beginning January 1, 1946 at 
rental of $6,000. On June 27 
1945, when it became evident that a new 
location which would Standard’s re 
quirements could not be found, the option 
was exercised and a lease executed, without 
renewal or repurchase rights 

The following excerpts from the opinion 
are indicative of the basis for the court's 
decision: 


“We are convinced, 
tion of all the evidence, that the petitiones 
in good faith believed that the price at 
which wt sold the land and buildings repre 
sented a fam valuation of the property. 


option 


an annual 


meet 


from an examina 
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TAX CASES PERTAINING TO SALE AND 


after careful consideration... of 
before us and in particular the 
terms of the sale and leaseback with Metr- 
sel, we conclude that the sale was a bona 
fide business transaction. There 
dence that any relationship or 
between petitioner and Mersel existed other 
than that of buyer and seller. The 
transaction was entered into at arm's lengtl 


the Jacts 


48 nO 


agreement 


“But there was neither a vepurchase op- 
tion nor a renewal option present in the 
agreement. The lease was for a term of less 
than 30 years, 

“In addition, petitioner has shown that 
it had other business purposes in making 


the sale.” 


The court therefore ruled that Standard 
was entitled to deduct the loss from and 
the expenses of the sale and that the rental 
agreed upon was a fair rental for the prop- 
erty. 


Ceniury Electric Company 

15 T.C. 581 (October 31, 1950) 

Affirmed 192 Fed (2) 155—(October 31, 
1951) 

Certiorari Denied 342 U.S. 954 (March 10, 
1952) 


Considerable publicity has been given to 
the decision in this case which was un- 
favorable to the taxpayer. As of December 
1, 1943, Century Electric Company sold 
land, a foundry building and railroad siding 
having a tax basis of $531,710.97 to the 
Trustees of William Jewell College for a 
consideration of $150,000 and = simultane 
ously leased the property for a term of 95 
years subject to cancellation at the end of 
25 years and at the end of each 10 year 
period thereafter. The taxpayer claimed a 
loss of $381,710.97. The college was a stock- 
holder of Century and the president of Cen- 
tury had been a member of the Board of 
Trustees of the college for 40 years. 

The court ruled, with one dissent, that 
Century exchanged the foundry property 
for a leasehold and $150,000 in cash, in a 
taxtree transaction within the provisions of 
section 112 (b)(1) of the Internal Revenue 
Code. The court further held that the 
basis for depreciation of the foundry prop- 
erty be reduced by the $150,000 received 
and that depreciation be computed over the 
95 year term of the lease, not the remaining 
useful life of the foundry building. The 
deductibility of rental payments was not 
a point of issue tor the tax year involved, 
and hence, the court did not rule on the tax 
treatment of this item. 

The opinion is based upon the fact that 
the foundry property Was necessary nm ( cn- 
tury’ s business and hence the steps of sale 
and leaseback were integrated parts of a 
single transaction; that the term of the 
lease was 30 years or more, and therefore 
within the purview of section 29.112(b) 
(1)-1 of the regulations.2 Although the re- 
lationship between the parties to the trans- 
action was not mentioned in the opinion, it 
is not unlikely that the court was influenced 
thereby. 


LEASEBACK 


The May Department Stores Company 
16 T.C, 547 (March 1, 1951) 


The May Department Stores Company, 
petitioner in this case, was successor to 
Kaufman Department Stores, Inc. ( prin- 
cipal in the transactions involved), by mer- 
ger and consolidation. On December 31, 
1943, Kaufman sold real estate and a con- 
crete structure, used as a parking lot and 
having a tax basis of $2,501,617.90, to 
four individuals for $460,000. Payment of 
$100,000 was made in cash and the bal- 
ance was secured by a 4%, 20-year mort- 
gage providing for annual amortization. 
The property had previously been appraised 
at $450,000 during an unsuccessful negoti- 
ation for sale. A 20-year lease was exe- 
cuted immediately upon consummation of 
the sale providing for annual rentals of 
$32,200 based upon 7% of the sale price. 
Three of the individual purchasers were 
associated with a large law firm which had 
been counsel to Kaufman and who pre- 
pared the legal documents involved in the 
transaction, 

In its opinion, the court summarizes as 
follows: 


“Petitioner gave up, without reservation 
of any kind, fee simple title in the property 
for consideration equal to its fair market 
value at the time to buyers over whom it 
had no dominion or control, and received 
from the buyers as a part of the whole 
transaction, a lease on the property sold for 
a term of 20 years, at a rental agreeable to 
all parties concerned, with no renewal 
rights, Under the circumstances prevailing 
herve, petitioner's property and economic in- 
terests after the transaction were different 
from its position in that regard before the 
deal was consummated.” 


The court held that under the circum- 
stances there was a bona fide sale and that 
the loss of $2,041,617.90 was deductible. 


Section 112(b) (1) 

No gain or loss shall be recognized if prop- 
erty held for productive use in trade or busi- 
ness or for investment is exchanged solely 
for property of like kind to be held either for 
productive use in trade or business or for in- 


‘Internal Revenue Code 


vestment 
* Regulation 111—Section 29.112(b)(1)-1 


As used in section 112 (b)(1), the words 
“like kind” have reference to the nature or 
character of the property and not its grade or 
quality. One kind or class of property may not, 
under such section, be exchanged for a differ 
ent kind or class. The fact that any real estate 
is improved or unimproved 1s not material, tor 
such fact relates only to grade or quality of the 
property and not to its kind or class 

No gain or loss is recognized if (1) a tax- 
payer exchanges property held for productive 
trade or together with 
property of like kind for the 
such as a truck for a new truck ot 
automobile for a new passenger 
automobile to be used for a like purpose, of 
(2) a taxpayer who is not a dealer in real 
estate exchanges city real estate for a ranch or 
farm, or a leasehold of a fee with 30 years or 
more to run, or improved real estate for un 
improved real estate 


use in his business 
cash, for other 
same use, 


a passenger 
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CHART OF TAX COURT CASES 


Sale and Leaseback 


Appendix 


Sicilia, Meee The Standard Envelope Century Electric The May Department Composite 
Manufacturing Co. Company Stores Company Favorable Situation 


DETAILS OF SALE 


Seller WH. Armston Co., In The Standard Envelope ( entury ectri mpany Kautman Department 


Manufacturing Com Stores predecess 
May Department Stores 


pany 


Company 


G. Armston Edward J. Meisel Trustees of William Jew 


Purchaser Catherine 


Relationship between Buye wned 60 if No relationship; pur eg tockholder of Wallerstedt, Booth and None —-transaction should 


buyer and seller ntur Century’s Pre Jot n were associated be at arn engtl 


Nature of property 


Total price $33,667.36 $70,000.00 $150,000.00 and inden $460,000.00 Reasonable negotiated 
2,852.00 expense of ture of lease price related to fair mar 


ket value 


Basis at time of sale $33,667.36 $ 64,526.84—Building $385,958.81 —Building $2, 501,617.90 
125,000.00—Land and RR 


siding 
Land 


$2,041,617.90 Net Gain taxable long 
term 
Net Loss--deductible from 


ordinary income 


$381,710.97 


Loss from sale $122,378.84 


Date of sale February |, 1943 December 28, 1944 December |, 1943 December 30, 1943 


Method of determining Book value as per Negotiated Century's offe it sale Independent appraisal of Negotiated—based upon 
sales price books of W. H. Arms Independent apprais price to others but neg $450,000 by Union Trust ippraisal, other offe 
ton Co., !nc., i.e. tax als of $60,000 and tiation failed. No indica Co. during unsuccessful ne etc., indicating fa nar 
basis $68,000 for land and tion of fair value yotiation f sale Are ket value 


buildings at $205.780 length neg 


¢ Cast Cast $100,000 


00 Cash cash and wv tgage 


Manner of payment Cash—obtained by 


Catherine Armston Mortgage 360,000.00 or insta nt 
from Bank of Clear Mortgage 4 payable 
water (Fla.) by loan or annually at rate of $10 
W. H. Armston Co., 000.00 for 20 years plus 
$160,000.00 on January 


Inc. stock as collateral 


1, 1956 


(Continued on next page) 
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Appendix Ill (Continued 


DETAILS OF LEASE 


Term 


Renewal option 


Basis for rent 


Rental per year 


Payment of taxes, 
repairs, etc. 


Improvements 


Repurchase option 


Miscellaneous provi 
sions 


OPINION 


Date rendered 


Cases cited or basis 
for decision 


Catherine G. Armston 


As required by seller 


None 


©. A 
for similar equipment 


ceiling rental 


As per O. P. A. ceil 
ings paid 
1943 
i944 
1945 


$72,505.45 
48,861.75 
46,763.50 


Lessee 


Fact not stated 


March 31, 1949 


dissent 


one 


No sale; rent consid 
ered distribution of 


earnings 


1OTC 
Skemp 


later re 


Ingle Coal ¢ 
1199; ALA 
8TC415 


ver sed 


CHART OF TAX COURT CASES 


(Sale and Leaseback) 


The Standard Envelope 
Manufacturing Co. 


year 


Exercisable within 6 
months for 24 years 
no further option 


Vn, 


Negotiated plus 82% 
of cost of improve 
ments by lessor after 
date of lease 


$6,000.00 


Not exceeding $100, 
000.00; 50% 
lessor 

Additional rent 


8'2% of lessor’s cost 


lessee, 


July 31, 1950 


Bona fide sale; ordi- 


nary loss allowed 


29.112 


Century Electric 
Company 


95 years subject to termi 
nation after 25 years, 
every 10 years thereafter 
on 10 years notice 


Not given 


$367,500 
26,400 
11,400 
11,400 


25 year rental 
Payable Ist year 
and reducing to 
26th year and on 


Lessee 


Lessee 


Fact not stated 


Century could not sub 
lease 


Oct. 31, 1950—one dis- 


sent 


No sale, exchange of 
leasehold for fee. Depre- 
ciation allowable for 95 
years on $381,710.97 


Standard Envelope 
151C4) 

Sec. 112 (b)(T)IRC 

Reg. 11) Sec.112 (b)(1)-1 
Skemp v. Commissioner 
CCA 7th Cir. 1948-168 
Fed. (2d) 598) (36 AFTR 
1089 


The May Department 
Stores Company 


7% of sales price 


May be made by lessee, 


who could raze existing 
structure, Revert to lessor 


at lease termination 


Fact not stated 


lAarch 1, 1951 


Bona fide sale; ordinary 
loss allowed 


Standard Envelope 
15TC4) 

Catherine G. Armston 
12TC539 

Bank of America Nationa! 
Trust and Savings Associa 


15TC544 


tion 


Composite 
Favorable Situation 


Less than 30 years 


None—except may have 
clause giving priority over 
any equal outside offer 


Reasonable return; prob 
ably 6% to 10% of in- 
vestment 


Reasonable return on pur- 
chaser’s investment 


Lessee 


Lessee, or lessor with ad 
justment in rent. Revert to 
lessor at expiration 


None 
clause giving priority over 


except may have 


any equal outside offer 


Bona fide sale; net loss 
deductible, rent deductible 
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"SPACE SAVINGS. 
= TO 99% 


Why Recordak Microfilming 
gives you these advantages 
at lowest cost 


The most important requisite in any micro- 
filming operation is the use of a microfilmer that’s 
geared to your company’s requirements. 

If your requirements are small, for example, it 
would be unwise to pay for a large-volume 
microfilmer . . . with speed and refinements 
which could not be used profitably in your 
office. Your costs would be higher .. . your 
dollar savings would be less. 

Recordak, in recognizing this important fact, 
has created its line of microfilmers with all 
requirements, all budgets in mind, Whatever 
features you need, Recordak 
has. Whatever features you 


The Recordak Bantam 
Microfilmer, with 40 to 1 
reduction ratio—highest 
available today 


don’t need, you needn’t buy or rent. 

Thus, Recordak has made it possible for the 
smallest user to gain savings which are propor- 
tionate to those of the largest Recordak users. 

It will pay you, definitely, to get complete 
details on the Recordak line 5 microfilmers de- 
signed for copying oflice-size records; and 4 
models designed for copying larger documents, 
bound or unbound. All available on an attractive 
purchase or rental basis. 

Write to Recordak Corporation (Subsidiary 

of Eastman Kodak Company ), 444 Madi- 
son Avenue, New York 22, N. Y. 


Recordak”’ is a trade-mark 


_ INCREASED PROTECTION SYSTEM SHORT CUTS 
WwivensA™ 
originator of modern microfilming—and its application to accounting routines 
42) 


Some Human Relations Aspects of 


Executive Control 


Ralph R. Brown 


FIT IS YOUR DESIRE to influence a man, 
| to command his respect or to win his 
friendship, you must convince him that 
you can help him get what he wants. The 
natural question here is: How do I know 
what he wants?” Well, man wants a lot 
of things, but they can generally be di 
vided into three major categorics. 

In the first place man wants satisfaction 
of his physical needs. Any time you 
threaten to block one of thes physical 
needs you will be looked upon with feat 
or hostility. He needs a sense of physical 
security in having a job and a home 

Of equal importance is his need for 
what we may call emotional security. That 
is, a feeling of belonging. As a child he 
needs the affection of his parents, and 
every psychologist and psychiatrist is well 
aware of the personality difficulties which 
stem from childhood feelings of rejection 
or lack of emotional security. As the child 
matures he needs the acceptance of his 
schoolmates and his neighborhood gang. 
In later years he needs the acceptance of 
his community, his church, his fellow 
workers, and his social groups. We feel 
emotionally secure with those who come 
from our kind of environment, who hold 
the same kind of opinions, who grew up 
in the same kind of neighborhood, who 
lived in the same kind of town, or who 
went to the same kind of church or school. 


cal 


Every good salesman knows the power 
of this kind of identification, In the pre 
liminary chitchat preceding a sales talk, 
he will try to learn something about your 
background, your beliefs, your opinions, 
your likes and dislikes. In his sales pres- 
entation he will try to tic in his own likes 
and dislikes, his own background, his own 
opinions, with yours. The good salesman 
knows that man is an emotional creature 

an emotional animal covered with a 
thin vencer of intellectuality. Man makes 
many social noises and considers himself 
a logical and reasonable being, but he is 
basically an animal and that wonderfully 
complex brain of his is used to get what 
his emotions tell him to get. You do not 
influence a man by logic or by facts and 
figures: you influence him through his 
emotions. 

Let's take an example. Suppose you are 
contemplating buying a car, and a friend 
of yours has told you that you should 
watch out for the Baxter car; that it has a 
bad ignition system. So when a Baxter 
car salesman calls on you, one of your 
first questions is: “What about your ig- 
nition system?’ The good salesman will 
not immediately pull out charts, tables, 
and a list of facts and figures which will 
prove that the ignition system is okay. 
He will probably say, ‘Well, Ict’s talk 
about it, but let’s go for a ride. I want 
you to drive this car.” 


RALPH R. BROWN, Ph.D. (University of Kentucky), is di- 
rector of United Industrial Services, industrial psychol- 
ogy consultants, Cincinnati, Ohio. He has served as sen- 
ior organization planning supervisor for U.S. Steel of 
Delaware, and as consultant for Gerber Products, Bruns- 
wick-Balke-Collender, Ohio Public Service and Strietman 
Biscuit. He is a full member of the American Psychologi- 
Association and has been awarded the status of 
Diplomat in Industrial Psychology. He is an instructor in 
Human Relations, University of Cincinnati Evening College. 
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During the course of the drive, and 
with the help of the salesman, you will 
begin to thrill to the thought of what the 
wife will say and particularly what the 
neighbors will say when you park this 
beautiful car in front of your house. By 
the time the drive is over, you really want 
that car, but you will remember what the 
friend said about the ignition system and 
with the hope that the salesman can ex- 
plain it satisfactorily, you say, “Yes, but 
what about this ignition system?” And 
the salesman says, “For goodness’ sake, 
Joe, we've been making cars for 25 years; 
the ignition system is perfect-—-forget it.” 
You buy a Baxter a six months Jater, 
when you are stalled on a lonely country 
road, you say to yourself, “I knew I should 
have checked further on that ignition sys- 
tem. 


THE IMPORTANCE OF 
BEING IMPORTANT 


I have mentioned the need of man for 
physical satisfaction and for security, both 
physical and cmotional. The third and 
final category is man’s need to feel im- 
portant. All too often, executives and su- 
pervisors fail to understand the impor- 
tance of this need in man. Any time you 
prove to a man that he is wrong, you run 
the risk of making him your cnemy. Any 
time you indicate to him that you are 
bright and he is stupid, that you are good 
and he is bad, that you are strong but he 
is weak, any time you do that you are 
creating animosity. 

Many executives have made the error of 
believing that they can create good will 
by bestowing benefits upon their workers. 
They have the mistaken notion that by 
giving the workers, let's say, a recreational 
hall or a swimming pool or golf course or 
nursing services or some other such benefit 
they will thereby cause the worker to 
feel kindly toward management. This is 
not necessarily so. 

I recall the incident of a president of a 
company who decided that he would put 
a new $100 bill in the pay envelope of 
cach of his workers on the Friday payoff 
before Christmas. He told me that he 
stood about 15 yards away to watch the 
workers as they picked up their envelopes. 
Almost every worker would look into the 
envelope and see that $100 bill. At this 
point of the story, the president's face be- 
came red with anger and he said, ‘You 
know, Ralph, not one of those dirty so- 
and-so's had the decency to come up and 
say, “Thank you, sir.” 

It never occurred to him that right or 
wrong the workers felt that they earned 
that money. They did not like the feeling 
of being handed something by a fatherly 
benefactor. I imagine that some of the 
fellows said to themselves, “Why didn’t 
the old so-and-so make it $200? We 
earned it.” I'm quite sure that the whole 
attitude would have been changed if the 
president had clearly indicated that they 
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earned that money—that it not the 
gift of a kind-hearted father. 

In this same recall the 
case of a newly appointed director of 
Industrial Relations who was given com 
plete authority and a big budget to build 
morale and good feeling toward the com- 
pany. He loved people and proceeded to 
give the workers a large recreational hall 
with a swimming pool. He gave them in 
creases in paid vacations. He established 
free nursing and a number of 
other benefits. Six months later the work 
ers went out on strike, and this Industrial 
Relations director became so bitter that 
he lost all his usefulness to the company 
When I met him a year later he was still 
boiling with bitterness at the ungratetul- 
ness of workers, and he was still out of 
a job. 


Was 
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THE EXECUTIVE ATTITUDE 


There is an attitude of mind which is 
characteristic of the successful executive 
and supervisor. There ts particular 
name for this characteristic, but it involves 
tolerance, understanding, and an objec- 
tive, non-emotional approach to people. 
Those of us who have been trained in the 
ficlds of psychology, psychiatry, psychi- 
atric social work, and related fields find 
it necessary to develop this attitude at an 
early stage in our training. We carinot 
become resentful or angry when a patient 
insults us, or sneers at us, or attempts to 
injure us. Our attention is focused on 
the behavior—What gives rise to it ? What 
is the patient trying to accomplish by it ? 
There is never any resentment directed 
toward the patient himself. The same at- 
titude must be cultivated by the executive 
and supervisor. The supervisor gains noth- 
ing and loses a lot when he becomes angry 
at the incompetent or irascible employe 
rather than directing his attention to the 
traits or the behavior involved. 

Here are some characteristics of thos« 
who have developed sound techniques in 
leadership and human relations. The man 
who is skilled in human relations is un 
derstanding and tolerant of the shortcom- 
ings of others. He docs not expect  per- 
fection, He is not impatient. He is always 
careful to save face for the other fellow 

not too anxious to win an argument if tt 
means losing a friend. He knows that a 
man can be right logically but dead wrong 
from the standpoint of human relations. 
There is a little rhyme which expresses 
this very well. It goes like this: 


Say a prayer for Mr. McVey. 

He died defending the right of way 

He was right, dead right, as he sped along, 
But he's just as dead as if he were wrong. 


The man who is skilled in human rela- 
tions is alert to the feclings of others. He 
has good control over his emotions. He ts 
quick to see the good characteristics of 
others, and he is optimistic rather than 
a nice fellow to have around. 


pessimist Te 


He does not have a rigid, dogmatic set of 
standards and beliefs which he tmposes 
on others. He is able to evaluate himself 
objectively. He has a good sense of humor, 
and he can stand off and laugh at himself 
and his problems. 

Remember this—if you are inclined 
to criticize others, others will be inclined 
to criticize you ; if you complime nt others, 
you will probably receive compliments ; if 
you ignore others, you will be ignored; 
if you give assistance to others, you will 
receive assistance. 


“MAKE HIM LIKE IT” 


One of the major assets of a good exec- 
utive is the ability to tell a man he ts 
wrong and make him like it. Many of us 
are inclined to pound home our arguments 
with all the logic at our command, and 
we try to win by talking the most or 
shouting the loudest. Here is a procedure 
which might help you to win your point 
without arousing antagonism: 

Get the other fellow to talk first and 
listen to him with sincere interest without 
interruption or comment. This ts more 
difficult than it sounds because most of us 
are inclined to show by little signs that we 
are not listening. We turn our cyes away, 
or we fidget, or we may show many little 
signs of impatience. 

After he has expressed himself fully, 
you concede that he has a good point. And 
then you say, “There ts a lot in what you 
say.’ Then, you restate his point of view 
completely. If possible, make his 
points stronger. Again this may be more 
difficult than it sounds. Most of us have 
the tendency to ignore the arguments of 
the other person, and when we repeat 
them, we may find that we are really not 
doing justice to this point of view. 


cven 


After restating his point of view, you 
then suggest that others have felt the same 


way. You say something like, “You're not 
alone in that opinion.” And next, you 
compliment his past judgment. You say 
something to the effect that, “Generally 
you've been right, and it could be that 
you are now,” and give him open credit 
for being fair, impartial, logical, and ob 
jective. 

Next, you state that he ts certainly cap 
able of recognizing another point of view, 
that perhaps there are different ways of 
looking at the same problem. 

Finally, you state your own point of 
view without being ove rpositive. You 
might say something like, “As I consider 
this problem I'm impressed with such and 
Or you might say, “Now I wonder 
if it would be possible to look at the 
problem from this point of view 2” 

The real danger 1s that you will become 
OVErpositive and this will 
most certainly rum everything. Lf the 
problem ts important to you, you will 


such. 


and. assertive, 


have to be on guard against raising your 
voice and making statements which reflect 
upon your opponent's obvious lack of un 
derstanding 


WATCH “QUICK TRICKS” 


The leader should also be aware of th 
tricks which are used by others to 
Of course 
trick 


YOu yowr elf 
but you most 


unfair advantage 
would never use 


certainly hould he 10) 
them! 
Trick ] 

The first of these tricks is the use of 


ridicule! One losing the argument thinks 
he might be able to re-establish his stand 


(Continued on page 443) 
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owe 


JOHN J. HENNESSY 
Rensselaer Valve Company 


Albany 


Patrician 


ARNOLD W. HARTIG 
Universal Produc's 
Company, Inc. 
Detrot 


GREGORY M. LAYNE 
Mid-States Steel & Wire Co. 


Indianapolis 


Screen 


JOHN W. TAIT 
The Ogilvie Flour Mills Co., 
Ltd. 
Montreal 


JOHN W. HIXSON 
Max Lowenthal & Sons 


R whester 


Havtford: ROBERT ATHEARN, The Jacobs Manufacturing Company (Phos 


HARTWELL A. GREENE 
Tennessee Coal & Iron Div. 
United States Steel Corp. 
Birmingham 

Harris & Ewing 


MILTON A. BARLOW 
Hot Shoppes Inc. 


District of Columbia 


DONALD A. ROBERTSON 
Panhandle Eastern Pipe Line 
Company 
Kansas Cit) 


EDMUND L. WORFOLK 
International Projector 
Corp. 

Neu ark 


WARREN P. METZ 
International Shoe 
Company 
St. 


The Simonsons 


EDWARD N. VANSTONE 
Moore Business Forms, Inc. 


Buffalo 


1953-1954 
PRESIDENTS 
OF CONTROLS 
OF 
CONTROLLERS 
INSTITUTE 


* 


Section one comprising 
24 Control Presidents was 
published in the August 
sue of THE CONTROLLER 


ORVILLE D. HARRIS 
Siitzel-Weller Distillery, Inc. 


REUBEN F. GRAY 
Shell Oil Co., Inc. 


New Orleans 


R. A. MACDONALD 
National Bank of Commerce 


Seattle 


KENNETH ROBERTS 
The Huber Manufacturing 
Co. 
Columbus 


M. C. LEDDEN 
Lincoln National Life 
Insurance Co. 
Fort Wayne 


LOUIS G. OST 
Layne & Bowler, Inc. 


CLYDE R. DEAN 
Electric Steel Foundry Co. 


Portland 
Milne 


W. S. ROTHWELL 
Abitibi Power & Paper Co., 
Ltd. 


Ly 
t avatlable at time of egorns 


CLAIBORNE H. JOHNSON 
Fleming & Sons, Inc. 


Dallas 


(sittings 


ROBERT C. WILES 
Pan American Pipe Line 
Company 
Hou ston 


CLARENCE E. STENDER 
Pressed Steel Tank Co. 


Milu auk 


PAYSON HALL 
Meredith Publishing Co. 


Quad Cities 


H. P. GANGWER 
Muskegon Piston Ring Co. 


Western Michtgan 


wed 
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...lo gel increased typing production in your office 


..- higher morale and more work done faster? 


You may actually blink in astonishment to learn that 
you save only | cent day by keeping a typewriter 10 years 
instead of trading it in at 5 for slick new Royal Standards. 
Yet, that’s the way the arithmetic works out. 
So, why not spend that 1 cent a day and get better em- 
ployee relations ... better-looking letters and memos. in- 
creased typing production from your secretaries and typists ? 
Besides. new Royal Standards are the finest. most rugged 
precision writing machines ever built. with less need for 
service. and many work- and time-saving features found 
on no other office typewriter. 
Royal. always built with the operator in mind. is pre- 
ferred 2'2 to 1 among people who type. Your local Royal 
Representative will bring a new Royal Standard to your 
office and show your people its superiorities. STANDARD « ELECTRIC 
Why not call him today? Royal Typewriter Company, PORTABLE 


Inc., 2 Park Avenue, New York 16. New York. Roytype Business Supplies 


he 22nd Anr Aee 


Call your Royal Representative (He’s listed in the Classified Telephone Directory) 


our be it the Business Snow at 


\ 
> 
\ 
a 
} 
3 
ff J as 
| 
zzanine, Hotel Statler, Boston, September 27.3 


Controllership in Canada: 


The Combines Investigation Act of 1953 


ISCUSSING the Canadian Combines In 
Act of 1953, Professor 
Ellis H. Morrow, retired head of the Com 
merce Department, University of British 
Columbia, presented a number of pert 
nent observations before a recent mee ting 
of the Vancouver Control of Controllers 
Institute of America, Morrow 
pointed out that “the new Act differs very 
sharply from previous statutes in seve ral 
respects and an understanding of these 
changes is important to business . . . it 
is, however, necessary to realize that the 
great importance of this Act rests in its 
interpretation and implementation by the 
Courts on the one hand and on the other 
hand by the authoritics responsible for the 
administration of the Act.” 

Most of the discussion and difficulty 
surrounding the Act, Professor Morrow 
pointed out, has to do with two points: the 
definition of a Combine, and the meaning 
of the words “detrimental to the publi 
interest.’ 

Canadian business, he pointed out, has 
complained sharply about the vagueness of 


Professor 


the Act in this regard and suggested that 
the Act should list the practices that are 
lawful and unlawful. The lawyers, he 
added, “naturally opposed any such precis¢ 
definitions as being too restrictive and as 
committing the government and the 
Courts to positive approvals.’ 


WHAT IS “DETRIMENTAL”? 

Professor Morrow pointed out that an 
important point of law 1s involved in the 
words “detrimental to the public interest” 
and that it has led to sharp correspondence 
between the leader of one important in- 
dustry and the Canadian Minister of Jus- 
tice. He stated: 

“The Commissioner of the Combines 
Investigation Act, under the old regula- 
tions in his reports tended to condemn a 
combine on the ground of agreement to 
fix prices and ignored the material ques- 
tion of whether or not such an agrecment 
was detrimental to the public interest. 

“The Minister of Justice appears to take 
the ground that the courts have always 
ruled that substantial elimination of com- 


service profitable. 


helped to 


(No obligation) 
Name 


Company 


Find New Proven Ways to Cut Costs and Trim Time. 


See how The Locater and Reporter of IDEAS for 
Paper and Desk Work can save you, too, many 
times its cost. IDEAS is the only impartial 

and cumulatively indexed reporting service on 
ideas for paper and desk work. 
used by many businesses, both large and small, 
in all parts of the country. 


Even small businesses find our idea reporting 
Employees, who are looking for 

ideas to help their company, find our 
reporting service practical. 
“arn promotions, salary increases and 


IDEAS, 449 Moreland Avenue, N. E., Atlanta 6, Ga. 


{ ] Send full details about your IDEA Reporting Serv.ce 


It is now being 


Many are being 
suggestion rewards. 


{ ] Enclosed is $1 for two sample reports 


State 


petition constitutes such detriment, which 
means that the prosecutor does not have to 
prove detriment. 

“Business takes the opposite stand and 
maintains that until an alleged offender 
has been proved guilty in this respect be- 
fore a court, a mere agreement to fix a 
price is not illegal and has not yet been de- 
clared so by the courts. 


THE MATTER OF DEFINITION 

"This issue ts still in the aw and will 
probably not be settled until some com- 
pany fights it out through the courts. 

“The proving of the point of detriment 
one way or another involves extensive and 
probably long-drawn-out investigation of 
many facts——an expensive process cither 
fora firm or for the Department of Justice. 
It is here that I think the research features 
of the new Act will in time have great in- 
fluence. If the facts are accumulated on an 
objective basis and without prejudice, they 
should determine the issue when presented 
to a court of law. 

“It is particularly in the matter of de- 
finitions that the MacQuarric Report (The 
present Act is the outcome of amendments 
made in 1952 as the result of recommenda- 
tions of the Ma Quarrie Commission 
Ed.) takes on importance, despite the fact 
that in itself the report is not the Act,” he 
declared. 

“The first part of the Economic Section 
argues it is necessary for the protection of 
the public that the government  exer- 
cise powers of control. No one challenges 
the thesis. The second part explains what 
constitutes monopoly situations according 
to the views of the writer. 

“First he describes a ‘monopoly situa- 
tion’ wherein a firm for various reasons 
may dominate a market because of lack of 
other firms in the same field of operation, 
eg., C. 1. L. in the cellophane field and 
nylon ficld. A monopoly of this character 
may be harmful or not and so far in 
Canada, unless criminal practices are in 
issuc, there has been no action taken just 
because a firm ts in a monopoly position. 
In the United States, however, action has 
been taken in such cases on the ground of 
sheer bigness, and firms like du Pont have 
been forced to break up and to dispose of 
some of their interests. Canadian business 
is understandably uncasy, however, and 
because our legislation and official eco- 
nomic thinking have so closely followed 
the United States pattern one is justifiably 
suspicious that this part of the MacQuarrie 
report is the opening gun 1a a similar cam- 
paign in Canada. 
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The then deals with the 
accepted definition of a combine where 
two Or more firms agree on Common action 
which results in exercising some control 
over the market. The significant feature of 
this analysis is that it lists the type of 
activitics to which the term ‘monopolistic’ 
can apply. 

‘Ot course there is included agreement 
to control Prices, Production and Mar- 
ket allocation. But also agreement on Re- 
search Expenditures, Credit Information, 
Cost Information, Technological Im- 
provements, Product Standardization and 
Accounting Cost Methods.” 


cconomist 


MONOPOLY PRACTICES 


‘The other analysts has to do with what 


the report calls Monopolistic Practices 
ind Methods.’ 

“The first of these practices resulting in 
a monopoly situation are those of taking 
direct action such as merging, purchasing 
control of assets, forming common dire 
torates, absorbing shares, etc. SIZE GEN 
ERALLY BECOMES THE ISSUE. 

“Another group of practices are those 
dubbed as ‘unfair’ and generally involv- 
ing some sort of pressure or discrimination 
by the sellers on the buyers or vice versa 


speaking they are practices 


Generally 
which few wiil defend. 

“More questionable is the branding as 
‘monopolistic’ certain proven and accepted 


marketing practices such as: 


Tying contracts 
Combination sales 
Full-line forcing 
Exclusive dealerships 
Requirement contracts 
Advertising 


“Finally we come to a ‘monopoly prac 
tice’ called by the elusive name of ‘con- 
scious parallelism’ which boiled down 
simply copying a 
policy, and thereby, seemingly, forcing 
the competitor willy-nilly into becoming 
a combine and therefore, presumably, sub 
ject to prosecution 

To top this off we are given an « xample 
in the form of what ts termed ‘involuntary 
price leadership.” An example of this will 
be the recent announcement by a leading 


means competitor's 


ol company Of a raise in prices, later fol 
lowed all along the line by other com 


panics. To me this ts an example of compe 
tition working freely and at its best, 


because truly free competition the 
understanding of even an economist Means 
that prices can move up as well as down 
According to this, appare ntly not as one 
complaining brief testily asked “When 
your competitor copies you, what are you 
to do 

Finally the 
listing the formation of a trade association 


vo out of business 7 
docume nt winds up by 
as a monopolisti practice. Unfortunately 
the skirts of anything but 
clean on this score and it ts a situation that 


business are 


needs watching 
‘The only two things that the analysis 


has missed mentioning are trade journals 
and schools of administration, 
both of which contribute to the standardi 
zation of methods in business and to the 
standardization of prices and of margins 
Their turn may come later. There ts, how 
ever, in the report on Resale Price Mainte 
nance an ominous reference to price lists 


pub 


businc SS 


which presumably would includ 
lished market prices and even published 
figures on the costs of varying groups of 
business operations 

“Now if all this ts merely meant as a 
theoretical treatise on combines and how 
they come about, little fault can be found 
with it. In a business yournal it would be 
informative and perhaps helptul. But it ts 
contained in a Royal Commission Report 
designed with a view of influencing legis 
lation and it 1s written by a gentleman who 
is well known as 
de servedly stands high in the councils of 
government. What IT am afraid of ts that 
views, many of which are of doubt 


an cconomist and who 


thes¢ 
ful validity, will inevitably 
knowledgeable young men who will havi 
the responsibility of applying the act in its 


less 


influence 


practical phases 

“One other point 
of business condemnation implicd in the 
report and the new provisions for a Re 
search Division under the Director of In 
vestigation we look for a 
young, dewey-ceyed idealists being turned 
loose on the country and their number will 
become legion gocs by Just 
WatcH BUREAUCRACY GROW! 


In view of the 


can rash of 


as time 


in mind. 
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TABULATING CALCULATING TYPING TEMPORARY 


20,000 HOURS...Well Spent 


A freight analysis for one of the country’s largest railroads 
required more than 20,000 hours of calculating service. ‘Che 
refunds made possible through this analysis by sTaTIsTICAL 
totaled much more than the cost involved. Whether you have 
a little or a lot of calculating, it pays to keep sTarisricaL 
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oldest and yargest independent 
punched-cat apulating service 
in the countly 
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J. B. LANTERMAN 
American Steel Foundries 


A. O. SAVAGE 
S'andard O | Company 
(New Jersey) 
Conjeren 


Conference Chairman Vice Chaim 


Industry Conference 
Chairmen 
for 
Controllers 
Annual Meeting 


Cormne 


BURNELL H. MILLER 
State Farm Life Insurance 
Company 


GEORGE lL. TODD 
The Bullard Company 


Life Insurance Machinery Manufacturing 


Washington Post 


H. G. OBERLANDER 
United States News 
Publishing Corp. 
Magazines and 
N eu {pape rs 


STUART W. MCLAUGHLIN 
West Virginia Pulp and 
Paper Company 


Paper Products 


HUGH W. FRASER, JR. 
Citizens & Southern 
National Bank 


Banking and Investment 


R. J. VAN DAME 
The Lincoln Electric 
Company 


Electrical Manufacturing 


HERMAN W. STEIN 
A. C. Nielsen Company 


Merchandising, W hole 
valine and Retailing 


HAROLD R. DEJAGER 


Oxford University Press, Inc. 


Book Publishers and 


Printing 


J. F. WOESSNER 
Great Lakes Carbon 
Corporation 
Chemical, Faint and 
Allie d 


H. RANDALL PEASE 
The Travelers Insurance 
Company 
Five and Casualty 
Insurance 


Deakin 


HAROLD S. GENEEN 
Jones & Laughlin Steel 
Corporation 


Metals Manufacturing 


ROBERT W. MICHIE 
Chesapeake & Potomac 
Telephone Cos. 


Public Utilities 


R. W. SANDBURG 
The Andrew Jergens 
Company 
Drugs, Cosmetics and 


Soap f 


Trinity Court 


PERRY J. CRANDALL 
Rieck-McJunkin Dairy 
Company 
Foods, Beverages and 
Allied 


F. J. GIBBONS 
Calumet and Helca Con- 


solidated Copper Company 


Mining and Extractt:¢ 


JOHN VAN PELT Ill 
The Kendall Company 


Textile & Apparel 
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(Continued from page 412) 


in advance, at the proper time, as distin- 
guished from procrastinating until a crisis 
is upon us. This single benefit will more 
than pay the salaries of the controller and 
a liberal staff. 

When this mass of planning has been 
stated by the operating management in 
terms of dollars, it is a relatively simple 
task for the controller to prepare a fore- 
cast profit and loss statement for a year 
ahead. Similarly, a financial program, in- 
cluding pro forma balance sheets for two 
or three future years may be constructed. 
These statements are simply the casting up 
of all the planning that has been done. 
They are the key to understanding the 
plan. They sometimes indicate adyjust- 
ments which may have to be made in the 
plan to make it profitable. But we must 
forever keep in mind the fact that these 
statements are not the plan itself. Account- 
ing in this usage must always be subservi 
ent to planning and control. 

The significant point here is that, in 
order for control to be effective—or, in 
fact, to come into being at all——there must 
be a plan. It 1s the controller's job to sce 
to it that such a plan exists. If his com- 
pany has been operating on a hand-to- 
mouth basis, without definitive forward 
planning, he must accept this challenge 
and begin the slow process of education 
which precedes acceptance of the idea. 

At the same time, he must remember 
that control is not susceptible to imple- 
mentation by the controller alone. His 
work 1s done best when it ts least mysteri- 
ous. When the other elements of manage- 
ment use the control technique intelli- 
gently and voluntarily, the controller's 
achievement ts greatest. He reaches maxi 
mum stature when his contribution is most 
inconspicuously made—when the plan- 
ning and control Ares he cultivates 
becomes the accepted mode of thought. 

In this enlightened sense, let the con- 
troller control, and let him never hesitate 
to assume the responsibilities implied by 
that word. 


PARTICIPATION IN PLANNING 


I hope that it has become a little clearer, 
in the foregoing analysis, that accounting 
is not the first concern of controllership 
that it 1s essentially a tool with which to 
shape the mechanism of control. If you 
can accept this conclusion, it will naturally 
follow that the successful controller of the 
future will be a businessman first and an 
accountant second. He will have to turn 
resolutely from his preoccupation with ac- 
counting statements and tax returns and 
think as top management thinks. He must, 
in fact, consider himself a part of top 
management. 

This transition is not always easy for 
controllers. Ingrained habits of thought 


Controllership and Accounting: A Contrast 


have built for us imaginary signposts, 
which we follow obediently. When we arc 
asked to participate in a pricing confer- 
ence, for instance, we say, in effect: “I 
can furnish all the costs but when it comes 
to setting selling prices, I have nothing to 
contribute."” Why do we talk like this? 
Are not the prices of our products as im- 
portant to profits as manufacturing costs 7 
Or, upon being invited to a meeting on 
the merchandising of new products, our 
self-made signposts keep us securely in the 
road with the deep ruts. We say: “IT can 
turn out reams of figures with my beauti 
ful machines, I can make all sorts of com- 
putations, but as for actually helping to 
construct this plan, that, of course, is out 
of my line.’ Why do we thus throw into 
the discard our best opportunity to con- 
tribute to the growth and progress of our 
companies ? Why do we not cast off the 
shell of accounting and associate ourselves 
vitally with the planning process, in order 
that we may control more intelligently ? 

There is no phase of a company’s op- 
erations, policies or planning that 1s not 
the concern of the controller. Everybody's 
business 1s his business, assuming he 1s 
possessed of the tact and resourcefulness 
to conduct himself in a way that will bring 
him the confidence of his associates. 

This statement does not in any way con 
flict with the dictum specified earlier in 
this paper—that the controller must not 
himself make decisions. He need never 
transgress this rule in order to take an 
active, dynam part in the planning proc 
ess. For only the controller is in a position 
to know exactly what is required for an 
integrated plan. Only he can visualize ade 
quately the need for planning of product 
development, manufacturing, purchasing, 
merchandising, financing—and the final 
coordination of these segmental plans by 
translation into a planned net profit. 

The very objectives of the business 
therefore become the controller's concern. 
He ts the man best equipped to attempt 
an unbiased measure of their validity. He 


is properly concerned with the effective 
ness of all policies adopted by his com 
pany, beginning at the point when they 
are first given consideration. And because 
effective control is impossible without 
sound procedures and organization struc 
ture, he cannot avoid taking a hand in 
these also, 


EXTERNAL ECONOMICS 

There is still another field into which 
controllership must project itself. The 
controller must consciously turn his think 
ing outward to the affairs of the world in 
which his business lives. No management 
can afford to ignore the economic factors 
related to his business. No controller can 
afford to remain outside a fieid of thought 
which has been entered by the president 
of his company. If he does, he cannot per 
form the control function effectively, be 
cause the objectives of the business are be 
ing conditioned by those influences. He 
cannot appraise the objectives of the busi 
ness without interpreting the impact 
thercon of economic, social and govern 
mental forces. 

The most obvious area in which to il 
lustrate this point is the sales forecast. I 
use this term here interchangeably with 
“sales budget.” By whatever name, it 1s 
one of the basic instruments of planning, 
and should represent the estimate of sales 
volume to be used for purposes of plan 
ning income, production and profits 

Now, the controller cannot properly es 
tablish the company’s sales forecast or 
budget. If he does, either with or without 
the president's specific approval, it be 
comes the controller's forecast and not the 
commitment of the Sales Department. The 
sales forecast may be established by the 
sales organization, by top Management ot 
by a management committee never 
by the controller, if he hopes to use it as a 
basis for control 

Nevertheless, he is entitled, and should 
be required, to express an opinion con 
cerning the forecast. Without doing so he 
cannot act intelligently as the chief coor 
dinating officer for planning. To perform 
this task, he must cultivate a sensitiveness 
to cconomic currents which will enabic 
him to relate them to the affairs of his 


CHANGING YOUR ADDRESS? 


Notice of change of address for THt CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, One East Forty-second Street, New York 17, N. Y., 
before the first of the month to affect the following month's 
issue. For instance, if you desire the address changed for 
your November issue, we should be notified of your new ad 
dress before October 1. Be sure to include your postal zone 
as well as your old and new address. 
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HOW OUT-OF-DATE IS YOUR 


INTERCOM SYSTEM? 


Change to Today’s Most Modern and 
Complete Telephone System... 


™~, 


Noisy amplifiers — lack of privacy — 
high costs for rented equipment — ineffi- 
cient operation. The four nuisances of out- 
of-date intercom systems are all eliminated 
when you change to ‘Private Line’. 

Completely new design gives you, in one 
system, all of the really new advances in 
intercommunication. Improved switching 
mechanisms, simplified circuits, faster dial 
Operation and many other features make 
‘Private Line’ the most modera of all inter- 
communication systems. 

Contact with anyone in your organiza- 
tion js a matter of seconds with ‘Private 
Line’. New, simplified circuits help you 
“get your man” faster than on any other 
system. 

Individual phones have exceptional clar- 
ity of tone. There is no “What's that 
again?” on Private Line. Voices are dis- 
tinct and true-toned. You can’t get a bad 
connection, 

Because your every intercommunication 
problem is handled by one system, ‘Private 
Line’ will save you money from the very 
first day! High rentals for extra outside 
telephone facilities are eliminated — there 
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Line’ 


is no more lost time spent in walking, wait- 
ing, tracking down information. These sav- 
ings can pay for your ‘Private Line’ System 
in one year or less! 

‘Private Line’ systems can be expanded 
from 10 up to 1000 or more stations. 

Write today for further information on 
‘Private Line’ —the one system that can 
fulfill your every intercommunication 
requirement. 


Connecitcut 


TELEPHONE & ELECTRIC CORP. 


. 40 Britannia St., Meriden, Conn 
& () Send me the full story of PRIVATE LINE 
systems. 
Oo We would like a survey of our intercom- 
1 munication needs and actual savings. 
Signed. 
Company 
@ Address 
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company. He must be equipped to inter- 
pret these trends with as much facility as 
those who are actually responsible for es- 
tablishing the forecast. 

The complexity of the general field of 
economics and the extent of disagreement 
among economists combine to make this 
perhaps the most difficult of the control- 
lership assignments. For a multitude of 
reasons, it is the one in which procrasti- 
nation is most evident. Some controllers 
have attacked it in force, however, and 
have promptly found it too big for one 
man to handle. Some companies have em. 
ployed economists, to consult with all ele- 
ments of management concerned with 
forecasting. Others have employed out- 
side consultants in this field. Whatever 
the method used, the controller has the 
obligation to bring to the sales forecast 
his own objective analysis, making use ot 
the best economic talent available. 


CHIEF ACCOUNTING OFFICER 


Among the many duties which have usu- 
ally fallen to the controller are those of 
chief accounting officer of the corporation. 
These are important duties. It is not my 
purpose to minimize them, but rather to 
put them into focus. Although the core of 
controllership is the planning and control 
activity, the controller is asked to do many 
other things. He ts frequently assigned the 
tasks of office management, insurance ad- 
ministration, treasury administration —-and 
usually the position of chief accounting 
officer, including responsibility for the 
company’s taxes. The last named has some- 
times usurped the controller's time and 
energies to the extent of obscuring his true 
mission. 

Nevertheless, it is right that the con- 
troller should number among his assign- 
ments those of maintaining the books ot 
account, of handling the company’s tax af- 
fairs and of providing internal audit pro- 
tection. It is proper that he should deter 
mine and report the periodic net income 
and other operating figures, and preparc 
the balance sheets and other financial data 
It is proper too that he be considered the 
responsible executive with regard to re- 
porting to governmental agencies, a duty 
which accords closely with his other ac 
counting and tax functions. 

In order to carry out the assignment as 
chief accounting officer without endanger- 
ing the performance of the planning and 
control activity, the controller will tind two 
steps indispensable to the proper use of 
his time. First, he will need to delegate 
the accounting work-—except for the most 
important policy decisions—-to capable as- 
sistants, with sufficient authority to per- 
form cftfectively. And, second, he should 
cultivate the inclination to depend heavily 
on public accounting for the answers to 
technical problems concerning determina- 
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tion of income, balance sheet valuations, 
reserves, methods of stating financial in- 
formation and so on. 

Similar reasoning governs the manner 
in which he handles tax administration. 
He must never permit himself the too ex- 
pensive luxury of conducting tax affairs 
which he could delegate to a tax manager, 
even though his leaning may be in that di- 
rection. And, unless his company is large 
enough to employ a tax staff of high cali- 
bre, he ought to rely on the kind of tax 
consulting service that recognized public 
accounting firms can offer, in order to take 
advantage of their broader experience in 
this field. He ts then free to devote his 
efforts to making certain that, in the carly 
stages of cach business decision, ample 
thought is given to its tax implications. 
This 1s one of our very profitable but fre- 
quently neglected opportunities. 

Having made these arrangements, the 
controller may, as the occasion arises, cer- 
tify his income statements and balance 
sheets for whatever purposes may require 
his certification whether for govern 
mental agencies or his own Board of Di 
rectors. He may atfix his signature to tax 
returns as chicf accounting otticer, with the 
confidence that they are as ne arly correct 
as he himself could make them. And as 
for his accounting figures, both he and his 
Board of Directors are entitled to the pro 
tection and the independent point of view 
which can only be secured through an in 
dependent annual audit by a recognized 
public accounting firm. Following this pat 
tern, we may say that the controller dis- 
charges his obligation as chief accounting 
officer without sacrificing the vital plan- 
ning and control functions. 


THE INDUSTRIAL ACCOUNTANT 


I have tried to draw a line between con 
trollership and accounting, because it is 
my conviction that confusing the two has 
been detrimental to the progress of both. 
It has retarded controllership because cor 
porate Managements have tended to think 
of controllers primarily as accounting ex 
ecutives, concerned largely with preparing 
statements and tax returns. It has retarded 
in trying to treat the 
newer controllership science as one of its 


accounting because, 
branches, become 
extended 

What about the accountant in privat 
industry 2 Have I left him out of this pic 
ture of mutual usefulness and re spect 
contend that he is in no way slighted by 
these concepts. Let him simply recognize 
that his work ts essentially control, and 
that all the finely polished techniques of 
accounting which he has studied and 
practiced so well are pointed in that di- 
rection. Whether he be a budget account 


accounting has Over 


ant, a cost accountant, or a general a 
countant, his horizons will be broader and 
his effectiveness increased if he will fix 
his eyes on the controllership idea. His 


work ts indispensable to its fulfillment 


Obviously, there are administrative and 
record-keeping duties to be performed 
which are not planning and control activi- 
tics. There are books to post, bills to pay, 
invoices to make, tax returns to file, state 
ments to prepare, and countless other ac 
counting and related duties to pertorm 
They are important, but they are not con 
trollership. The industrial accountant will 
do well to remember that the only chan 
nels leading to controllership are those as 
signments partaking in some degree of 
the planning and control process. The in- 
dustrial accountant who wishes to progress 
would also do well to ask himself whether 
the controller of his company has a pro 
gressive concept of controllership, which 
is the climate most conducive to growth 
for the controller's statt 


and control. 


DEFINITION OF CONTROLLERSHIP 


The concept of controllership which we 
have been discussing ts not new. It has 
been developing in this line for quite a 
few years. It 1s revolutionary, however, tf 
we compare it with the attitudes prevalent 
years and revolutionary ideas 
sometimes take hold slowly 

A few years ago ¢ ontrollers Institute of 
America® officially recognized the need 
for establishing a concept of controller 


ALO, 


ship which would do justice to its current 
state of development and set a standard 
for controllers to follow. I invite you to 
examine this statement in the light of our 
discussion. You will notice in its six parts a 
subordination of accounting techniques and 
practice to the mayor clements of planning 
(Concluded on next page) 


WHAT IS CONTROLLERSHIP? 
* The concept of the function of controllership, as de 
veloped by Controllers Institute's Committee on Ethics and 
Eligibility Standards, and approved by the National Board 


of Directors on September 25, 1949, follows 


1. To establish, coordinate and maintain, through authorized 


Management, an integrated plan for the control of opera 


tions. Such a plan would provide, 
| | 


the busin ss, cost 


casts, profit planning 


standards, 


to the extent required in 


expense budgets, sales for 


and programs tor capital investment 


and financing, together with the necessary procedures to 


effectuate the plan 


2. To measur performance against approved operating plans 


and standards, and to report and interpret the results of 


all levels of 


ope rations to 


cludes the sign 


management 
installation and maintenance of 


This 


function in 


account 


my and cost systems and records, the determination of ac 


counting policy and the compilation of statistical records 


as required. 


3. To measure and report on the validity of the objectives of 


the business and on the effectiveness of its policies, organs 


zation structure and procedures in attaining those obje« 


tives. This includes consulting with all segments of manage 


ment responsibl for policy or action concerning any phase 


of the operation of the business as it relates to the pe rform 


ance of this function 


report to yovernment agencies, 4s required, ind to su 


Pervise all matters re lating to taxes 


5S. To interpret and report on the effect of external influences 


on the attainment of the 


function includes the 


objective s ol the 


This 


business 


continuous ay praisal of economic and 


social forces and of governmental influences as they affect 


the operations of the business 


6 To provide protection for the assets of the business 


This 


function includes establishing and maintaining adequate 


internal control and 
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Controllership and Accounting 
(Continued from page 431) 


If this definition were applied literally 
and universally, business would reap un- 
told benefits. The presence of the control 
lership force in a company releases the 
energies Of its operating Management and 
of its chief executive to carry out assign- 
ments more effectively. Properly exer- 
cised, controllership stabilizes manage- 
ment thinking and provides firm guidance 
to all levels of the organization. It adds 
a harmonizing influence to the councils of 
management—-always objective, always 
deeply concerned with ferreting out the 
truth of every situation, unfailingly gen- 
crous and impartial, Only with this atti 
tude can controllership be practiced suc 
cessfully, 

But we must face the fact that control- 
lership has a long road to travel before it 
is practiced universally according to Con- 
trollers Institute's definition. Let us take 
a few minutes to examine the reasons. 

One of them is the confusion with ac- 
counting that I have referred to so fre- 
quently in this paper. This problem is 
widespread and permeates the thinking 
of presidents and controllers alike. When 
we have established our distinction, we 
shall have cleared the way for further 
progress. 

Another road-block is a peculiar mis- 
conception harbored by controllers them- 
selves. Many of us seem to think that in 
assuming the responsibilities listed we are 
in some way usurping the prerogatives of 
the president of the company. 

When the proper attitude is understood 
and evidenced, this objection will evapo 
rate. It is the controller's absolute adher 
ence to the enumerated principles which 
accomplishes this result; it is the patient, 
persevering habit ot giving freely of his 
best efforts, of stating truth fearlessly, of 
contributing with unselfish motives to the 
effectiveness and achievement of other ex- 
ecutives, without claiming credit for him- 
self. When we have mastered these pre 
cepts, we shall control without malice and 
without fear of being misunderstood. 

A third obstacle is the tendency for 
controllers to abdicate their responsibil 


CONTROLLERSHIP— 
The Work of the Accounting Executive 
By J. Brooks Heckert and James D. Willson 
(Ronald Press Co.) 


PRACTICAL CONTROLLERSHIP 
By David R. Anderson 
(Richard D. Irwin, Inc.) 


tics. Frequently we imply that we have no 
concern with planning, with the broad ob- 
jectives of the business, or with economic 
developments, because these are assigned 
to others in the organization. This is a 
matter for gradual growth, both in the 
controllership idea and in the individual 
practitioner. Adopting a modern, tested 
concept, we can, by study and self-train- 
ing, encourage our thinking and our con- 
versation to move naturally in the desired 
direction. Ultimately, if our principle ts 
sound and our practice honest, we shall 
have the visible manifestation of our prog- 
ress. 

Other causes of failure come to mind, 
perhaps as a result of those just men- 
tioned. For instance, controllers often 
fancy themselves too busy to get at the 
real task to be done. They permit them- 
selves a chronic overload of work, most 
of which misses the main target. They are 
absorbed in daily administration, in lay- 
ing Out accounting systems, in writing 1n- 
struction manuals—in everything that pre- 
vents their promoting the use of planning 
and control principles. Controllers as a 
group must cease their senseless preoccu- 
yation with tabulating machines and book- 
sent systems. These duties can be suc- 
cessfully delegated. The construction of 
a control system usually cannot. 


THE ROAD AHEAD 


Probably no one can predict the future 
of controllership today. It is fairly safe 
to say that it is still in its growing stages. 
Sales management, manufacturing, pur- 
chasing and, more recently, personnel re- 
lations, have blossomed into major areas 
in the science of management. All are bet- 
ter understood than this newcomer. 

We have an important work before 
us. The principles and rules of this sci- 
ence must be made widely known. Our 
planning techniques must be made more 
definitive. Our forecasting and budgeting 
must be more clearly understood. These 
tasks cannot be escaped if we are to have 
“everything under control.” 

To accomplish this task, controllers 
must understand controllership. Account- 
ants must also understand controllership, 
in order that their relation to it and their 
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DEVELOPING MEN FOR 
CONTROLLERSHIP 


By T. F. Bradshaw 


(Harvard Business School) 
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part in it may be clear. For accounting and 
controllership always will rely heavily on 
cach other. Though separate, they are mu- 
tually interdependent. 

Controllership is not properly taught 
in our universities today because the facul- 
tics do not i its fundamentals. 
They insist on treating it as a development 
of managerial accounting. This ts solely 
our fault. We must teach the schools be- 
fore they can be expected to teach the stu- 
dents. Some day it will be seen that courses 
in controllership belong in university de- 
partments of management rather than in 
departments of accounting. * 

Nothing in this paper detracts from or 
criticizes the accounting fraternity, for 
which I have the deepest respect. | hope I 
have made it clear that for controllership 
to stand on its own feet, as a part of man- 
agement, with the controller placed as 
staff to the chief executive in every busi- 
ness, and for accounting to serve them 
both, can only augment the well-deserved 
praises already bestowed on the account- 
ing profession. 

Controllership, geared to embrace every 
phase of a company's operations with its 
planning and control principles, is fraught 
with opportunity and inspiration. Its 
march of progress cannot be stopped. 
Wider recognition is being given the or- 
ganization status of controllers, as speci- 
fied by Controllers Institute of America 
“an executive ofhcer at the policy-making 
level responsible directly to the chief ex- 
ecutive officer of the business.” With the 
concepts of management now merging, 
and based on a clear understanding of its 
ficld of action, controllership can make 
hitherto undreamed-of contributions to 
the advancement of industry. 

To see this fruition, we must all keep 
our thinking straight. We must study the 
principles of controllership, practice them 
well and keep our own ships on the course, 
just as our control methods aim to do for 
our companies. 


* See Frank P. Smith, College Training tor 
Controllers’ Departments,” THE CONTROLLER 
July 1953, p. 316. 

* See David F. Devine, “Educating the Ad- 
ministrative Accountant for Controllership,” 
THE CONTROLLER, August 1951, p. 352 


THE CONTROLLERSHIP FUNCTION: 
A MODERN CONCEPT—J. L. Peirce 
THE CONTROLLER—September 1952 


THE PLACE OF THE CONTROLLER 
IN MANAGEMENT PLANNING 
PART |I—by T. F. Bradshaw 
PART Il—by John V. van Pelt Ili 
THE CONTROLLER—October 1952 
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REYNOLDS & REYNOLDS PRECISION MADE 


ACCOUNTING MACHINE FORMS 


ASSURE YOU OF MAXIMUM 


REYNOLDS & REYNOLDS 
‘Company 


BUSINESS FORMS SINCE 1866 


SALES OFFICES IN MOST PRINCIPAL CITIES 


ACCOUNTING MACHINE EFFICIENCY! 


PERFECT REGISTRATION GUARANTEED... Reynolds & Reynolds 
highly skilled specialists assure you of precision made accounting ma- 
chine forms. 
QUALITY FORMS AT LOW COST... mass production and an exclusive 
new process make Keynolds & Reynolds the leader in accounting 
machine forms production. This know how and efficiency, gained 
through years of experience, saves you money. 
PROMPT DELIVERY .... special high speed presses and systematic 
handling guarantees prompt delivery of custom made forms. A large, 
complete stock of standard forms is always ready for immediate delivery. 
COMPLETE SOURCE OF SUPPLY .. . Reynolds & Reynolds can furnish 
binders, indexes, carbon paper, filing trays, stands and your other print- 
ing requirements. 
Reynolds & Reynolds is 
headquarters for all Accounting 


Machine Forms ! 


Pare 


~ 
The Reynolds & Reynolds Co. 


800 Germantown St. 
Dayton 7, Ohio 


Please send me complete information on Reynolds & Reynolds 
A yi 9 M hi Forms 
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HOW TO RAISE CASH AND INFLUENCE BANKERS* 


By Arthur H. Richland 


Because the rise in prime loan rates to 
3.250% finds alert businessmen searching 
for new sources of financing, “How to 
Raise Cash and Influence Bankers,’ a new 
study by Arthur H. Richland, should 
hold real interest for financial executives 
The study published by Business Re ports, 
Inc., analyzes some 15 different sources of 
raising operating money today. The au 
thors background includes experience as 
a lender, when he was vice president of 
the Walter Heller Finance Company, 
as underwriter with Lehman 
Brothers, as a borrower running his own 
business and as a broker finding the 
money to swing the purchase and sale of 


associated 


several substantial Companics. 
In a foreword to the 126-pag study, 
tax man J. K. Lasser states that “In addi 


Published by 
Main Roslyn, Lad 


Business Reports, Inc., One 
MN. 


tion to pouring his own rich and varied 
experience into preparation of this study, 
Mr. Richland has worked assiduously to 
gather information on the lending prac- 
tices and the financial requirements of the 
many new sources of capital which have 
developed in recent years under the con 
ditions of high taxes and wide distribu 
tion of income which have impaired tra 
ditional sources of venture money and di 
rected the savings of the public into large 
institutions. In this study, he presents, as 
far as we know, for the first time, a broad 
and comprehensive picture of how bust- 
ness men can tap the capital locked up in 


insurance pension and 


companics, the 
profit sharing trusts, universitics and foun 
dations, the private investment groups and 
syndicates which have been set up in the 
last several years to Carry out venture capt- 


tal operations in an organized way.’ 


744 BROAD STREET 


JOHN R. 


INSURANCE ADVISER 


Complete Surveys of 
Corporate Insurance Affairs 


No Insurance Sold 


Established 1926 


BLADES 


NEWARK 2, N. J. 


THE DEVELOPMENT OF 
ECONOMIC THOUGHT* 


In an unusual new book, “The Devel- 
opment of Economic Thought,” Henry 
William Spiegel has gathered together es- 
says by 40 illustrious economists writing 
on other outstanding contributors to eco- 
nomic theory. Subtitled “Great Econo- 
mists in Perspective,” the volume ts a care- 
ful and scholarly collection of articles of- 
fering a chronological history of ideas. 
Beginning with Aristotle’s views on Plato 
and concluding with Colin Clark's evalu- 
ation of Pigou, the volume includes con- 
tributions of such renowned figures as 
Keynes, Marx, Mill, Smith, Veblen, Taw- 
ney, Hayek, and Schumpeter. Among 
those treated by the essayists are Malthus, 
Bentham, George, the Webbs, and Pareto. 

The book (811 pages) has been ar- 
ranged in six oe classifications: The 
Dawn of Economic Science, The Classical 
School, Socialists and Reformers, Histori- 
cal and Institutional Approaches, The 
Rise of Marginalism, and the Growth of 
Modern Economics. Each section is intro- 
duced by the editor with appropriate com- 
ments on both the author and the econo 
mist or group of economists about whom 
the study has been written. 

Dr. Spiegel, professor of economics at 
the Catholic University of America lias 
been fortunate in securing such previously 
unpublished material as Ragnar Frisch's 
essay on Wicksell and J. M. Clark's dis- 
cussion of his father, J. B. Clark. In addi 
tion, he has personally translated several 
foreign papers, making them available to 
an English-speaking audience for the first 
time. 


* Published by John Wiley & Sons, Inc., 440 
Fourth Avenue, New York. $6.50. 


THE ORGANIC FOUNDATION 
OF SOCIETY AND 
ENTERPRISE* 

By J. O. Hopwood 


Improved understanding of the human 
clement in free enterprise and business 
leadership 1s the aim of this newly pub- 
lished book by Mr. Hopwood, who speaks 
with a background of more than thirty 
years’ expericnce with the Philadelphia 
Electric Company in the field of personne! 
administration. 

His book examines social structures, ¢s- 
pecially business organizations, as organic, 
growing entitics composed of interde 
pendent individuals with specialized func- 
tions, rather than as mere heterogeneous 
sodal phenomena. It includes “how to 
do” material on specific procedures of or- 
ganization, job analysis, specification, 
classification and evaluation, as well as 
pay rate structures. 


* Published by Exposition Press, 386 Fourth 


Avenue, New York. $3.50. 
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tt CCH TOPICAL LAW REPORTS 


‘ 


S PANNING the whole world of government contracts questions, the swift 
regular releases of CCH's Government Contracts Reports hurry to subscribers 
details of all new developments concerning:—Procurement, with its Bids, Con- 
tract Clauses, Labor Requirements, Contract Regulations—Settlement, with its 
: : _ Vi Performance Costs, Price Adjustments, Payments, Supporting Vouchers, Appeal 
eZ | Procedures, Judicial Review—Madification, whether by Supplemental Agree- 
EAA %\ ment, or Change Orders, or ‘‘Extras'’ Orders—Cancellations—Profit Limita- 
tions—Renegotiation—Termination—Emergency Amortization 
\ What's more, everything is explained, organized, coordinated to give 
\e= ae eve \ you always the very latest, complete picture of what's what in this field—to 
give you the facts and information you need, when you need them, in handling 
government contracts law puzzlers. 


Are you concerned with labor relations law? Wage-hour problems? 
Or any other angle of the law regulating employer-employee-union relations? 
Then it is reported at once—fully, accurately, helpfully—in CCH's vigilant 
Labor Law Reports. For informative weekly issues encompass the whole worka- 
day world of statutes, regulations, rulings, court and administrative decisions, 
forms, instructions, and the like, concerning the important federal and state 
regulation of labor relations and wages and hours problems. 

Included are detailed explanations of emerging developments under the 
Taft-Hartley Act, National Labor Relations Act, Fair Labor Standards Act, 
Railway Labor Act, veterans’ reemployment rights, anti-discrimination laws, 
government contracts law relating to labor, anti-injunction laws, and state 
labor relations and wage-hour laws, among others. 

You're always in step with the labor law parade, always have the latest 
pertinent details under your subscription for CCH's LABOR LAW REPORTS. 


DesiGNeD specifically for the man concerned with the everyday prob- 
lems involving federal and state antitrust enforcement and regulation of trade 
and business practices! The regular, biweekly releases of CCH’s Trade Regu- 
lation Reports dispatch to subscribers “the last word” on the Federal Trade 
Commission Act (with the McGuire Fair Trade Amendment), Sherman and Clayton 
\ Antitrust Acts, Robinson-Patman Price Discrimination Act, state fair trade acts, 
state antitrust laws and other pertinent trade regulatory laws federal and state. 

Court decisions interpreting these Acts, rulings of the Federal Trade 
Commission, and its rules of practice and procedure are faithfully reported. 
Trade Practice Conference Rules are reproduced in full text. 

In short, as a subscriber, you always know the what's what and why of 
all relevant changes and new developments~-as they break. 


Write for complete details on these and other fields of interest. 


COMMERCE CLEARING. HOUSE, ING. 


CHICAGO 1 New YorK 36 WASHINGTON 4 
214 N. MICHIGAN AVE S22 Firth Ave 1329 E Streer NW 
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HREE REPORTS 
HAT ARE “MUST” READING 
FOR ALL EXECUTIVES! 


Business Consultants: 
Their Uses and Limitations 


Management Planning 
for Corporate Taxes 


Business Forecasting 


F YOU have these studies already, route them around for 

others to read and profit by. If not, order your copies 
today! Here are some of the reasons why all management 
people should have a turn at these volumes: 


Business Consultants: Their Uses and Limitations . . . Based 
on 101 interviews in 61 Companies, this study examines the argu- 
ments for and against reliance on consultants in such areas as organ- 
ization, finance and accounting, production and manufacturing, 
marketing and sales. Covers such details as selection, fees, expenses, 
ethical tenets, methods of approach, staff relations, etc. Price $3.00. 
$1.50 to Controllers Institute members, 


Management Planning for Corporate Taxes... Drawn from 
over 4oo actual cases, this volume weighs the tax effects of decision- 
making in such realms as sales and credits, wages and personnel, 
financing, fixed assets, etc. Not a substitute for commercial tax 
services, it telly how to build tax consciousness and explores ac- 
counting methods and decisions which minimize or postpone the 
tax burdens. Price $4.00, $3.00 to Controllers Institute members. 


Business Forecasting . . . What can forecasting do for your busi- 
ness? Can accurate forecasting be done in your company? How can 
it be done? ‘This report helps you to answer these questions by 
bringing you the detailed experiences of 38 Companies which have 
found business forecasting an indispensable tool of management 
(1950). Fourth printing (1953). Price $5.00, $2.00 to members of 
Controllers Institute. 


CONTROLLERSHIP FOUNDATION, INC. 
Research Arm of Controllers Institute 
ONE EAST FORTY-SECOND STREET, NEW YORK 17, N. Y. 


_ Industrial Use of Atomic Energy 


Development of atomic energy projects 
eventually can be transferred more to pri- 
vate industry, although many problems 
are involved in such a transition, accord- 
ing to Dr. Paul E. Aebersold, director of 
the Isotopes Division of the United States 
Atomic Energy Commission. 

Addressing the Annual Presidents’ 
Night Dinner of the Milwaukee Control 
of Controllers Institute recently, Dr. Ae- 
bersold prefaced his speech on research 
and industrial uses of isotopes with a 

| broad outline of the Atomic Energy Com- 

| mission's activities. He pointed out that 
no private capital is involved to any great 
extent now in the atomic energy program 

| but that the program has been run to a 
large extent through contracts with pri- 
vate industry. 

He illustrated with film slides how iso- 
| topes are used in research and industry. 

Isotopes, he explained, are atoms of an 
element distinguishable by their weight. 
| They are made radioactive in a nuclear 
' reactor, such as at Oak Ridge. 

Industries have found it possible to 
| make large savings of money, as well as of 
| time and effort, in using radioisotopes, he 

reported. The Government has made some 
| 40,000 shipments of such isotopes since 
the end of World War I. 
| They are used, for example, for de- 
_ tecting leaks in water pipes, or oil lines or 

wells, for measuring cutting tool wear 
and life, and even for measuring the wear 
_ resistance of floor wax or efficiency of a 
| washing machine in cleansing diapers. 


| Cutting Collation Costs 


Because everybody is happier when 
clerical help is liberated from the monot- 
ony of collating papers—employes hate 
| the dull routine while bosses are dismayed 

at the high cost of manual gathering—the 
| Harris-Seybold Company reports that its 
| Macey Collator enables one semiskilled 
| operator to run the machine while skilled 
| stenographers and clerks are not called on 
| for emergency help when “rush” collating 
| jobs come up. The machine gathers sheets 
in sequence, at speeds of more than 24,000 
_ sheets per hour, and is being used for col- 
| lating price lists, dealer aids, sales books, 
advertising pieces, business forms, cata- 
logs, direct mail literature, multiple form 
letters, internal procedure bulletins, in- 
structional manuals and for other pur- 
_ poses. The standard machine is equipped 
with cight sheet-feeding stations, which 
handle a maximum of 914” x 12” and a 
minimum of 4” x 6”, 


APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH STREET ATLANTA 


PHILADELPHIA NEW YORK. N. Y. CHICAGO 
PITTSBURGH sT. 
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Madison, Wisconsin 

During a recess in a session of the school 
for bank auditors and comptrollers, spon- 
sored by the National Association of Bank 
Auditors and Comptrollers at University 
of Wisconsin, Madison, Wis., June 29 
July 11, the following men reviewed a copy 
of NABAC’s most recent publication, “In- 
ternal Safeguards for Country Banks”: (1. 
to r.) Richard L. Brower, general auditor, 
Bowery Savings Bank, New York ; Edward 
F. Lyle, vice president and comptroller, 
City National Bank & Trust Co., Kansas 
City, Mo. ; Harry E. Mertz (author), secre 
tary to technical commissions, NABAC, 
Chicago, Hlinois; Lester A. Pratt, CPA, 
Washington, D. C.; Clarence H. Licht 
feldt, comptroller, First: Wisconsin Na- 
tional Bank, Milwaukee, Wis.; and Earl A. 
Simson, assistant vice president, Bank of 


New York, New York. 


Washington, D.C. 


Pictured right is the graduating class of 
the 1953 Navy Comptrollership Program 
which is conducted for the Department of 
the Navy by the George Washington Uni 
versity. This class is the second to be grad 
uated with an M.A. degree and the 1953 
54 group is already at work, having begun 
its studies on August 10. In robes on the 
right of the photograph ts Dean Arthur E. 
Burns; on the left, Dr. A. Rex Johnson, 
professor of Public Administration and 


program coordinator. 


THE CONTROLLER 


The curriculum includes the following 
courses: General Accounting; Managerial 
and Cost Accounting; Internal Audit and 
Analysis of Financial Reports; Federal 
Budget Formulation and Administration ; 
Advanced Management; Statistics; Man 
agement Engineering and Reports Control 
Program Analysis; Industrial and Gov 
ernmental Economics; Human Relations 
in Administration ; and Seminars in Comy 
trollership 

The program draws heavily on business 
leaders, as well as governmental and con 
vressional leaders for its seminars. The 
officers also have frequent Opportunitics to 
attend Congressional Committee hearings 
the work of the Executive De 
The Pro 


and to 


partments in operation othicers 


fessor Johnson reports, are regular read 
ers Of THE CONTROLLER 


Gor West 


The members of the 
Controllers Institute of 


Seattle Control of 
America recently 
their annual meeting for the 
clection of officers and directors for the 
1953-1954 term of office with a guided 
tour through the forests and logging fa 
cilitics of the St. Paul & Tacoma Lumber 
Company, Washington. They 
were guests of the management and con 
trollersmember Russell Earley. The 
Lroup pause d to pose for this picture in the 
rugged country m the foothills of Mount 


combined 


‘Tacoma, 


Raimucr 


SEPTEMBER 1953 
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LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


At the recent annual outing of the Cin 
cinnatt Control of Institute, 
the cameraman arrived just as golf scores 


Controllers 


were being reviewed (left above) by Past 
National President of Controllers Institute 
K. Y. Siddall (left), comptroller, Procter 
& Gamble Co.; Edwin J. Walter (second 
from left), chief accountant, The Kemper 
Thomas Co.; Donald F. Walker (third 
from left), treasurer and controller, The 
William R. 
(right), vice president, The Eagle Picher 
Co. 

In the picture to the right above, Ru 


Licbel-Farsheim Co. 


dolph W. Sandburg (center), controller, 
The Andrew Jergens Co. and a national 
director of the Institute, discusses a con- 
trollership matter with Maurice W. Grise- 
baum (seated left), comptroller, Albers 
Super Markets, Inc., immediate past prest- 
dent of the Cincinnati Control, and Everett 
S. Babylon (right), controller, The Cin 
cinnati Economy Drug Company, at the 
cocktail hour. 

In the picture left below, Walter A. 
Smith (left), controller, Crosley Division, 
Avco Manufacturing orporation, receives 
the golf trophy from James PF. Allen (an 
nouncing at the mike) of the American 
Laundry Machinery Co., a past president 
of the Cincinnati Control and a former 


national director of Controllers Institute. 
Mr. Smith ts vice president of the Cincin- 
natt Control, 1953-1954. 

Lower right-—Just before the dinner, 
which closed the day's events, the camera 
caught the following members: (Left to 
right), Howard F. Kidd, secretary, The 
Lockwood Manufacturing Co.; Edward 
Johnson, West Virginia Coal & Coke Co. ; 
William H. Zimmer, vice president, treas 
urer and director, The Cincinnati Gas and 
Electric Co. ; Robert M. Thornberry, treas- 
urer, The Richardson Taylor-Globe Cor- 
poration; James F. Allen, American Laun- 
dry Machinery Company; and Lisle W. 
Adkins, general controller, Crosley and 
American Central Divisions, Avco Manu 
facturing Corporation. 
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FGAA Elects 1953-54 Officers 


Andrew Barr, chief accountant of the 
Division of Corporation Finance of the 
Securities and Exchange Commission, has 
been elected president of the Federal Gov- 
ernment Accountants Association, estab- 
lished three years ago in Washington, D. ¢ 

Other officers named for the 1953-54 
term are: 

Laurence W. Acker, Army Audit 
Agency, vice president; Harold R. Gear- 
hart, Treasury Department, president; 
Norman L. Burton, Atomic Energy Com- 
mission, secretary; and John C. Cooper, 
Jr., Department of Agriculture, freasurer. 

The following directors were named 
chairmen of Committees: 

Clark L. Simpson, Mutual Security 
Agency, Education ; Irwin 8. Decker, Gen- 
eral Accounting Office, Local Chapters ; 
Emley H. Larison, Department of the In- 
terior, Meetings, Harry J. Trainor, Treas- 
ury Department, Membership; William E. 
Katon, General Services Administration, 
Programs; Kenneth K. Kilgore, Office, 
Secretary of Defense, Publications; Law- 
rence C. Wands, Bureau of the Budget, 
Publicity; and Herschel C. Walling, Gen- 
eral Accounting Office, Research. 


Sales Terms Compiled 

Terms of sale generally used in 88 lines 
of business activity have been compiled 
by Roy A. Foulke, vice president, Dun & 
Bradstreet, Inc., New York, in a special 
pamphlet in which Mr. Foulke points out 
that ‘in the past decade discount rates and 
payment terms have shifted with the 
trends of business. 

“During and immediately after World 
War II,” he says, “the low interest rates 
and relative shortages of many products 
resulted in the elimination and reduction 
of discount rates, and a shortening of 
credit terms. With the return of competi- 
tive selling and a plentiful market, some 
of these discount and longer payment 
terms were restored. Again the trend 1s 
shifting to a buyers’ market. While thes« 
terms are characteristic of the trade, they 
are sensitive to current conditions and are 
subject to constant change and variation.” 

Manufacturers, wholesalers and retail 
ers are covered in the lines of business 


studied by Mr. Foulke. 


Leaflet on Amortization 


of Defense Facilities 

The National Committce on Corporate 
Accounting Procedures and Reports of 
Controllers Institute of America recently 
issued a three-page summary of pertinent 
facts on “Accounting Treatment of Amor- 
tization of Defense Facilities” citing the ac- 
cepted principles of depreciation account- 
ing in considering post-emergency useful- 
ness of such facilities and tax reductions. 
Copies may be requested from National 
Headquarters of the Institute, One East 
Forty-second Street, New York 17, N. Y. 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
CHICAGO 


LOS ANGELES 


Permanent proof that your accounts 
payable invoices are paid and can 
never be reentered for payment a 
second time. Many industries found 
they were making duplicate pay 


ments on the same invoices. 


foration 
costly practice. 


A perforator marks the invoice and 
papers simultane- 
ously in one swift, deft, stroke. You 


all supporting 


save time while saving 


money with a perforator. 
Send for the free book- 


let on fraud preventic 
through perforation. 


It 


is yours without cost or 


obligation. 


Sales and Service 


in Principal Cities 


ERICAN 


PERFORATORS... SINCE 


1510 


was their answer to this 


Per 


The American 400 Portable Automatic Perforator 
does big jobs at little cost. Less bulky than a 


typewriter... weighs only 35 tbs yet built 


to stand up under years of use 


The American Perforator Company 
629 West Jackson Boulevard, Chicago, Illinois 


Gentlemen: Please send me o copy of the booklet “Fraud 
Prevention Through Document Perforation 


Name 
Firm 
Address 


City fate 


VISIT US AT BOOTH 23 IN BOSTON 


Visit our booth at 


Controllers Institute 


the Business 


Mezzar 


Show at the 22nd Annual Meeting of 
Hotel Statler, Boston, September 27-30 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


FREDERICK L. PATYON (#2047-1941 ), vice 
president and treasurer, Cambridge Rubber 
Company, Cambridge, Mass., has been ap 
pointed a member of the Advisory Board 
for the Institute of Taxation of the School 
of Business, Northeastern University, Bos- 
ton. Mr. Patton, a past president of the Bos- 
ton Control of Controllers Institute and na 
tional treasurer of Tax Executives Institute, 
is Currently serving as vice chairman of the 
1954 Annual Meeting of Controllers Insti- 
tute to be held in Boston, September 27-30. 

Mr. Patton also serves on the Committee 
of industrial Accountants for the Massachu 
setts Society of Certified Public Accountants, 
Inc., Boston 


C. ELLis SPENCER (#339-1934), comp 
troller, Crompton & Knowles Loom Works, 
Worcester, Mass., was recently advanced to 
financial secretary. JAMES BARRINGER 
(#5413-1951), assistant comptroller, was 
named comptroller. Mr. Spencer had been 
comptroller since 1920, Mr. Barringer came 
to Crompton & Knowles in 1950 from Ver 
ney Corp., New York. JASON E. Newton, 
assistant auditor since 1942, became assistant 
comptroller 


CLARENCE C. HERMANN (#3067-1944), 
formerly controller, Southwestern Gas and 
Hlectric Company, Shreveport, La., is now 


vice president, Accounts and Finance, W1s- 
consin Power and Light Company, Madison, 
Wisconsin 


EarRt L. JOHNSON (#4263-1948), form 
erly associated with Peat, Marwick, Mitchell 
and Co., of New York, has accepted a posi- 
tion as deputy chief of the budget and fiscal 
division of the New York Port of Embarka- 
tron, Brooklyn, 


JouN H. FLACHSBART has been named 
assistant to the comptroller of Pitney-Bowes, 
Inc., Stamford, Conn, Mr. Flachsbart comes 
to Pitney-Bowes from the sales accounting 
staff of the Diamond Match Co. He was 
formerly comptroller of the Ellinger Store 
Equipment Corporation and assistant branch 
comptroller of Butler Bros. in St. Louis. 


J. C. (#5397-1951, controller, Con- 
solidated Vultee Aircraft Corporation, Fort 
Worth, Texas, is now controller of Rohr 
Aircraft Corporation, Chula Vista, Califor- 
mia 


J. J. SCHOFIELD (#3330-1945), recently 
resigned as controller, Ford Motor Com- 
pany, Dearborn, Michigan, to become con 
troller, Gar Wood Industries, Inc., Wayne, 
Mich 


It's Smart to Lease 


Monarch’'s 


BUICKS 


on our 


BROADWAY AT 55TH ST. 


FOR BUSINESS USE! 


6-MONTH, 12-MONTH 


24-MONTH PLAN 


For Further Information Call PLaza 7-7887 


ROWN CAR LEASING CORP. 
Affiliate of Monarch Buick Co., Inc. 


“The Buick Corner Since 1908” 


Important Features 
Are: 


No Capital Investment Nec- 
essary 


Lubrication, Repairs, License 
Plates included in monthly 
rental. 


Rates include Fire, Theft, 
Collision Insurance. You save 
accounting and Record Keep- 
ing time. 
Your monthly rental is Tax 
deductible. 


NEW YORK 19, N. Y. 


R. A. HOEKELMAN (#3851-1947 ), comp- 
troller, American Cyanamid Company, New 
York, has been appointed general manager 
of the Plastics and Resins Division of the 
company. 


V. G. MCDONAGH ($2658-1943), who 
resigned as controller of Gar Woods, is now 
controller, Charles Bruning Company, Inc., 
Chicago. 


GEORGE V. Myers (#5587-1952), control 
ler, Westinghouse Air Brake Co., Wilmerd- 
ing, Pa., is now vice president, Financial, 
Stanolind Oil and Gas Company, Tulsa, 
Oklahoma. 


Russect L. Perers ($4413-1948) recently 
became president of the Union League Club 
of Chicago. He is vice president of the In- 
land Steel Company, Chicago. 


WayYNE C. MARKS (#3374-1945) has 
been appointed staff group officer of Gen- 
eral Foods Cor- 
poration, New 
York. Mr. Marks, 
who held the title 
of vice president 
and controller, 
has resigned as 
controller of the 
corporation. Re- 
porting to Mr 
Marks, as new 
staff group officer, 
will be marketing, 
advertising, traf- 
fic, purchasing 
and organization- 
administration planning departments as well 
as the sales division. Mr. Marks joined Gen- 
eral Foods in 1926 as a clerk in the Account- 
ing Department, becoming controller in 
1945 and a vice president in 1952. He is past 
president of the New York City Control of 
Controllers Institute of America and is now 
serving as a national director of the Institute 
as well as chairman, 1952-1953, of the Exec- 
utive Committee. He is a trustee of Control- 
lership Foundation, a research arm of Con 
trollers Institute. 

He has been represented in the pages ot 
THE CONTROLLER with articles on “Dy- 
namic Accounting to Serve Management’ 
(March 1953) and “Organization of Re- 
search Activities Under the Controller’ (Oc- 
tober 1951). 


Racbrach 


MR. MARKS 


THOMAS M. McDabe (#4980-1950), pre 
viously assistant controller of General Foods, 
has been named controller succeeding Mr. 
Marks. Mr. McDade joined General Foods 
in 1946 as accounting manager and was pro- 
moted to assistant controller in 1950. He 
was an agent and supervisor in the Federal 
Bureau of Investigation from 1934-1938 
He then joined the law firm of Bigham, 
Englar, Jones and Houston in New York 
City, leaving in 1942 to join the Armed 
Forces. During World War II, he served in 
General Brehon Somervell’s Control Divi- 
sion of the Army Service Forces, Washing- 
ton, and also in the Southern Pacific Theater. 
After four years’ service he was released 
with the rank of lieutenant colonel. 
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LUTHER E. LAWRENCE (#3789-1946) has 
joined Fruehaut Trailer Company as assist 
ant treasurer. He was formerly manager 
Defense Contract Financial Administration 
Dept., Ford Motor ( ompany, Detroit 


ROLAND C. THELIN, CPA (Calif.), has 
been appointed controller for Kelite Prod 
ucts, Inc., Los Angeles, Calif. The new con 
troller was with Alexander Grant and Com 
pany for eight years prior to joining Kelite 


Epwin Harrow (#5405-1951), formerly 
assistant controller, Emerson Radio & Phon 
ograph Corp., New York, is now controller 
of Bestform Foundations, Inc., Long Island 


City, 


J. A. HorNER has been appointed secre 
tary of Shell Oil Company to succeed F. W. 
Woops, who has been secretary since 1940, 
and who is retiring after 33 years of service 
with Shell. 


JaMeEs W. SHIELDS (#4625-1949), comp- 
troller, Judd & Detweiler, Inc., Washington, 
D. C., was recently elected treasurer and di 
rector. 


ROBERT S. WILLIAMS (#5582-1952), as 
sistant comptroller, The United Gas Im- 
provement Company, Philadelphia, Pa., has 
been named comptroller. 


W. D. Virtue (#1951-1941), vice pres 
ident and secretary, Public Service Com 
pany of Colorado, Denver, was elected vice 
president and treasurer of the company et- 
fective September 1. 


RITENOUR 
Washington 


Ors H: 
president, 


#14372-1939), vice 
Gas Light Com 
pany, Washing 
ton, D. C., has 
recently been ap 
pointed vice pres 
ident— finance 
Mr. Ritenour was 
first employed in 
1925 asa clerk 
Appliance Ac 
counting and sub 
sequently served 
as a clerk in Gen 
eral Accounting 
and then as su 
pervisor of Cus 
tomer Account 
1931 he was made assistant to the 


Casson 


MR. RITENOUR 


ing. In 
comptroller, then assistant treasurer. From 
1942 to 1951 he served as comptroller and 
in LOST was elected vice president. 

Mr. Ritenour served as a national direc 
tor of Controllers Institute from 1946-1949 
and as a national vice president from 1947 
1948. He was president of the District of 
Columbia Control of Controllers Institute 
from 1941-1942. He was chairman of the 
National Committee on Cooperation with 
Government of the from 1948 
1951. 


Institute 


MARTIN H. PARKINSON, JR. (2461-1935 

vice president and comptroller, The United 
Gas Improvement Company, Philadelphia 
Pa., was recently elected as executive vice 


president 
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Dubey E. BROWN (#1259-1938 ), 
troller since 1942 of Lockheed Aurcratt Cor 
poration, Bur 
bank Calif., has 
been appointed to 
the Advisory 
Board of Interna- 
tional Account- 
ants Society, Inc., 
Chicago, Ill Mr 
Browne, a CPA 
(Calif.), 1s a past 
president of the 
Los Angeles Con 
trol of Control- 
lers Institute of 
America and a 
past president of 
the Los Angeles Chapter of the Natronal 
Association of Cost Accountants. He 
rently serving as a director and 
vice president of Controllers Institute 


comp 


Engstead 


MR. BROWN 


is Cul 
revional 


RicHARD L. BRUMMAGE (#2513-1943), 
formerly controller, Dresser Industries, Inc 
Dallas, Texas, is now treasurer of Simon 
and Schuster, Inc., New York 


ROBERT S. MCNAMARA (#1673-1919), 
formerly controller, Ford Diviston, Ford 
Motor Company, Dearborn, Michigan, has 
been appointed assistant general manager 
of the division 


M. P. J. HICKEY 1944), 
visor of audits, Aircraft Engine Div., 
Motor ( hicago, Il 
of the auditing department 


(#3137 supe! 
Ford 


how manapyes 


HAROLD B. NEWELL (#4517-1949), form 
erly controller, Crosley 
Avco Manufacturing Corporation, Cinein 
nati, Ohio, 1s now with Civil At Tran 
port, Inc., Hong Kong, China 


assistant Division 


M.S. PHEILS (#5410-1951), formerly se 
retary South Bend 
Toy Manutacturing Company, South Bend, 
controller and director of 


Warsaw 


and assistant treasurer, 
Indiana, is now 


Playtime Products, Inc Indiana 


Obituary 


Herbert C. M. Cobb, 41, ny 
troller of Worthington Corporation, Hares 
son, N. J., died on June 7, 1953 atter a bret 
illness 


issistant 


Edward Earl Gould, 70, secretary-treasurer 
and a director of Baker, Smith & Co., In 
New York, died on August 7, 1953 
to his summer home in Lavellette J. Mr 
Gould joined the Baker, Smith firm more 
than 5O years ago as an office boy. He held 
membership certificate #170-1932 in Con 


nm route 


trollers Institute 


Russell, chairman of the Board 
of Revere Copper and Brass, In New 
York, died on August 1, 1953 at the 
67. Mr. Russell. who held mer 

tificate in 
1950, served 


James J. 
eof 
Controllers Instit 

1937 to 


from 


controller 
Calitormia, fos 


Arthur Stewart, 64 and direct 


Sateway Stores, Oakland 


last 10 years, die 


illness. He 
in 


Oakland hospital after a briet 
held membership certificate $5376 
Controllers Institute 


Harold Turner, treasurer of the Behr 
Manning Corporation, Watervliet, N.Y 
died on August 15, 1953 at the age of 59 
Mr Turner held) membership 
£30601 in Controllers Institute 


certificate 
tror 


Francis G. Wilson, Gi, comptroller for 13 
Nero Products, Allison Division ot 
oters Corporation, Dayton, 
died on June 20. 1953 at Miamt Valley hos 
pital after a five-month ilness. He held 
membership certificate #1859-1950 in Con 
America 


years of 
General 


trollers Institute of 


Harry D. Wirth, controller and assistant 
treasurer, Lo J. Mueller Furnace Company, 
Milwaukee, Wisconsin, died suddenly on 
June 30, 1953. Mr. Wirth held membership 


#2997-19-44 in Controllers Institute 


Shortages 


occur in the 


property accounts 


@ A check of the prop- 
erty accounts against the 
property itself frequently 
reveals substantial un- 


recorded deductions. 


Such unexplained short- 
ages may be prevented 
through Continuous 
American Appraisal Ser- 
vice which keeps the 
property record in line 
with the property facts. 


The AMERICAN 
APPRAISAL 


Com pany 


Over Fifty Years of Service 


OFFICES IN PRINCIPAL CITIES 
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TRAVELETTE 


How do You handle 
TRAVEL 
EXPENSES? 


When your travelling personnel reim- 
burse themselves by means of con- 
trolled, protected TRAVELETTERS, ycur 
company benefits by saving the admin- 
is.raiive and clerical costs of expense 
checks, by speeding audiling proce- 
dures, by improved expense control. 
And the traveling man becomes more 
efficient without the worry of being 
delayed or stranded without funds 


Here's a partial list of 
TRAVELETTER users 
American Cyanamid Co. 
American Home Foods, Inc 
Baver & Black Div. of Kendall Co 
Binney & Smith Co 
Commercial Solvents Corp. 
Diamond Alkali 

The A. C. Gilbert Co. 
International Cellucotton 

R. G. LeTourneau, Inc. 
The Lionel Corp 
Pennsylvania Salt Mfg. Co 
Prentice-Hall, Inc 

Sunkist Growers, Inc 

True Temper Corp 

Western Electric Co 

Wm. Wrigley, Jr., Co 


You'll be pleased to learn of the ad 
vantages your company can enjoy by 
using TRAVELETTERS too! Write for in- 
formotion 


TRAVELETTER CORPORATION 
Since 1894 


22 West Putnam Ave., Greenwich, Conn. | 


How to SAVE TIME 
in Washington: 


Already famous for its matchless serv- 
ice and fine cuisine, the Sheraton- 
Carlton is widely acclaimed among 
U and pr ional men for its 
ideal location. When you stay at the 
Sheraton-Cariton, your Washington 
headquarters is mere minutes from 
government agencies and the White 
House, and within easy walking dis- 
tance of the financial district and the 
better shops and theatres. 
SAVE TIME .. . stay at the 


Sueraton-Cartron 


FORMERLY THE CARLTON 
SIXTEENTH STREET AT K, N.W. 
WASHINGTON 6, D. C. 


Uniform Newspaper Cost 
Analysis Method Previewed 


Progress toward establishing uniform 
methods of determining newspaper costs 
was reported at the National Spring Meet- 
ing of the Institute of Newspaper Con- 
trollers and Finance Officers, held in the 
Sheraton Mount Royal Hotel, Montreal, 
June 17-19. Attention was centered on a 
preliminary report of the Institute's Com- 
mittee on Study and Development of 
Ne ey Cost Systems, which was pre- 
sented to delegates by W. R. Hays, 
controller of the Courier-Journal and 
Louisville (Ky.) Times. He was aided by 
Lawrence Long, partner in the Louisville 
accounting firm of Yeager, Ford & War- 
ren, who is serving as consultant to the 
INCFO Committee. 

Explaining how the INCFO cost theory 
developed out of the Southern News- 
paper Publishers Association's formula, 
Mr. Hays told how it is being used by his 
department to acquaint Management with 
the trend in costs and for projections to 
determine the cffect of contemplated 
changes. 

“The INCKO cost theory,” Mr. Hays 
“is based on the concept that the 
cost of space should be allocated to the 
user-news and editorial space to the sub- 
scriber, and advertising space to the ad- 
vertiser. No consideration is given to the 
mutual dependency of news and advertis- 
ing. We know that any loss per sub- 
scriber must be paid from the profit on 
advertising, if any over-all profit is to 
be made. 

The theory does not measure efficiency, 
except in comparison with prior costs. An 
indication of departmental efficiency can 
be determined by eliminating from unit 
costs the known changes in production 


stated, 


costs——increases or decreases resulting 
from changes in paper costs, payroll, cir- 
culation, etc. The resulting costs compared 
with prior figures will show relative in- 
creased efficiency or decreased efficiency. 
The SNPA formula suggested this and 
the Courier-Journal and Louisville Times 
have expanded the idea. Definite proof, 
however, can only be measured through 
engineering studies. 

“The first cost analysis will be the most 
difficult. Subsequent ones will be relatively 
casy, since in making the first one the basis 
of allocations and the necessary adjust- 
ments to the accounting procedures will 
have been made. If the INCFO Standard 
Chart of Accounts for Newspapers is be- 
ing used, little or no adjustment will be 
necessary to accounting methods. 

The value to management is unlimited, 
as the analysis can be projected to antici 
pate any known change in rates or volume 
and the effect these changes will have on 
unit costs and ultimately on profit.” 

C. Arthur Weis, vice president and 
treasurer of the St. Louts (Mo.) Globe 
Democrat, who is president of the Insti 
tute, commented: “Without uniform pro 
cedures it would be difficult for news- 
papers to adopt standard cost accounting 
procedures as employed by companies in 
other industries.” 

T. F. Mowle, comptroller of the Wal/ 
Street Journal, New York, told the dele- 
gates how he applied the tentative INCFO 
procedures with good results. He ex- 
pressed confidence that the final report 
would be ready for presentation at the 
Institute’s annual meeting, which will be 
held in Louisville, October 26-28, 1953. 


Controllers Business Show Opens September 27 in Boston 


The business exhibits, staged at the 
22nd Annual Meeting of Controllers In- 
stitute of America, being held at the Ho- 
tel Statler, Boston, Mass., from Septem 
ber 27-30, will be open to visitors on Sun- 
day, the 27th, from 4 p.m. to 6 p.m. and 
will be on view throughout the entire con- 
ference from 9 a.m. to 6 p.m. daily. 

Exhibits will be on the Mezzanine. The 
special Business Show Committee, under 
the chairmanship of H. A. Downing, con- 
troller, Industrial Steels, Inc., Cambridge, 
will be in charge of this phase of the An 
nual Meeting activities. 

Exhibitors in the 36 booths of the Busi 
ness Show will include the following 
firms: 


ADDRESSOGRAPH-MULTIGRAPH CORPORATION, 
Cleveland. 

AMERICAN PERFORATOR CO 

CHARLES BRUNING COMPANY, 


BURROUGHS CORPORATION, Detrost 


Chicago 
INC., Chicago 


COMPTOMETER, Chicago 


RALPH C. CoxHEAD CORPORATION, Newaré, 

CUMMINS Business MACHINES, Chicago. 

DICTAPHONE CORPORATION, New York. 

ELtiotr ADDRESSING MACHINE Co., 
bridge, Mass. 

FRIDEN CALCULATING MACHINE Co., INC., Sav 
Leandro, Calif. 

GRAY AuUDOGRAPH, Hartford, Conn. 

THE HALOID COMPANY, Rochester, N. Y. 

INTERNATIONAL BUSINESS MACHINES, 
York. 

MARCHANT CALCULATING MACHINE Co., 
land, Calif. 

McBer Company, Athens, Ohio. 

NATIONAL CASH REGISTER Co., Dayton, 

OLIVETTL CORPORATION OF AMERICA, 
York 

Ozatip Division, GENERAI 
Corp., Johnson City, N.Y 

PHOTOSTAT CORPORATION, Rochester, N.Y 

Royal New York. 

STANDARD DUPLICATING AND MAILING Ma, 
CHINES, Boston, Mass. 

STANDARD MANIFOLD COMPANY, 


Cam- 


Neu 


Oak 


Ohio 
Neu 


ANILINE & FILM 


TYPEWRITER Co., 


Chicago 
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A Look Ahead at Capital Markets 


(Continued from page 409) 


such savings rises with the rate of interest, 
it is apparent that effective controls earn a 
special bonus under present conditions. 

In addition to economizing on the need 
tor working capital, controls have their 
usual importance in maintaining and stabi 
lizing profit margins. Under the more 
highly competitive conditions which are 
bound to prevail in the months and years 
ahead, the lender and the investor will 
be looking closely at the size and stability 
of profits. There exists also in this period 
of high volume an opportunity to work on 
the apparently rigid elements in the cost 
picture in preparation for the day when 
less active business will really test the 
ability to control expenses and to reduce 
overhead. A second bonus for good con 
trols, therefore, will be realized at some 
point down the road when perhaps moncy 
may not be quite as tight but the credit 
standards of lenders may be justifiably 
higher. 


A TIME TO CONSIDER 
EQUITY MONEY 

The final point which I should like to 
make on the implications for financial 
policy of this outlook for the capital mar 
kets concerns the matter of raising: money 
through the sale of equity securities Be 
cause interest payments have always been 
deductible from high income taxes, ad- 
herents to the sharp pencil school of finan 
cial planning have been quick to point out 
how light ts the real burden of interest 
charges after taking taxes into considera- 
tion. In a period of prosperity and buoyant 
prices, the carrying of even fairly large in- 
terest charges has seemed quite easy. In 
contrast, the prospect of paying divi- 
dends on equity securities after taxes has 
appeared to be a very costly way of acquir- 
ing long-term investment funds. 

In this environment, the repayment of 


debt on a serial basis or through the opera 
tion of sinking funds has been related to 
depreciation accruals in the years ah ad 
Because the deprec iation item ts deduc tibl 
for tax purposcs, it is often thought that 
debt repayment is also a pretax propos 
tion. The assumption that future deprecia 
tion will not be needed for the replac 

ment of capital assets is the one to ques 
tion. Actually, experience has been quite 
to the contrary. Particularly for Companies 
having a slow rate of turnover in the plant 
account, depreciation accruals have proved 
quite inadequate for replacements and cet 

tainly not suthicicnt to provide for the 
amortization of debt. 

In recent years, therefore, it has been 
erroncously assumed by some business 
managements that debt ts very casy to 
carry and convenient to handle, whereas tt 
is difficult to carn suthcient funds to avoid 
diluting the stockholders’ equity if expan 
sion plans are met largely through the 
sale of stocks. I believe that in a tight 
money market such as this, it ts appropri 
ate to reexamine these notions and to re 
member that a strong equity position is es 
sential to the maintenance of a high credit 
standing. We can also properly bear in 
mind our knowledge from expericnce over 
the years that debt is the 
method of financing. Equity capital, on the 
other hand, provides flexibility, freedom 
to embark upon new ventures, and th 
basis for preserving the ability to borrow 
at the time when this privilege may be of 
crucial importance to the company’s fu 
ture. Furthermore, stock prices have come 
a long way from the levels of 1947, 1948 
and 1949, and in many instances the cur 
rent market represents a fair to liberal ap 
praisal of earning power. The case for 
going to the equity market may not be 
compelling but it certainly is the strongest 
in more than 20 years. 


burdensome 


Some Human Relations Aspects 
of Executive Control 
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ing by ridiculing his opponent's back- 
ground, his friends and acquaintances, his 
backers, or his profession or occupation. 
He might also ridicule his opponent's prin- 
ciples. 
Trick 2 

Another technique is for one to iden- 
tify his own cause with well-accepted 
ideals in the fields of religion, or de- 
mocracy, or speak of ‘the people,” or tie 
it in with security. He doesn't have to 
prove it-—just talk about it. 
Trick 3 

He can also identify his cause with au- 
thority. For example, notice how certain 
cigarette manufacturers will tie in their 
product with the medical ficld. Sellers of 
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toothpaste will generally try to identify 
their product with dentists, and the sale 
of breakfast cereal can be increased by 
having outstanding athletic champions 
talk about the product. 


Trick 

Another means of getting advantage 
over his opponent, he thinks, if his argu 
ments are logically weak, ts to build up 
prejudice against him. He will also build 
up suspicion through veiled hints about 
his motives and he can build up a tear 
of accepting his program or tdeas by 
the prediction of castastrophe or threats 
against security. And there 
possibility of muddying the waters by dis 
torting the issues. He can ask his opponent 
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RATES: $5.00 per inch or fraction there: 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for bo» 
number. losing date 10th of precedin g month 


Address box number replics to THe Con 
PROLLER, One East Forty-sccond Street, New 
York 17, N. Y.R plies will be forwarded 


HELP WANTED 


COMPTROLLER 


Young, experienced, college-trained man with 
active religious and community interests desired 
to handle budget, accounting, treasury, adminis 
trative personnel and related activities. Address 
Donald C. Stone, president, Springfield Col 
lege, Spungficld 9, Mass 


SITUATIONS WANTED 


EXECUTIVE ACCOUNTANT (CPA) 


Secks management team position with me 
dium-size progressive manufacturing com 
pany requiring thoroughly competent execu 
tive with proven record of accomplishment 
and progress at administrative level in public 
and private industry. Age 343. Married. Box 
2065, 


EXECUTIVE ACCOUNTANT 

CPA (NY), presently employed as control 
ler of a manufacturing firm, offers 12) years 
private and public accounting experience in 
all phases of accounting, cost and tax report 
ing, administration and interpretation, sys 
tems installation and operation, accounting 
and audit controls, multi-corporation business 
structures france credits, pe rsonnel supervi 
sion, etc, Desires new connection in capacits 
of controller treasure! or assistant, chict 
accountant with progressive firm ino New 
Jersey, New York or Connecticut. Age 
married, family, own home. Present salary 
$10,000.00 Box 2071 


FINANCIAL EXECUTIVE 
Presently employed as controller of small 
company secks position offermy greater op 
portunities, Heavy diversified experience in 
cludes finance, accounting, taxes, Costs, 
tems, budgets, credits, government contracts 
insurance, production and sales management 


CPA, age 37. Box 2072 


CONTROLLER-TREASURER 

Top-level executive with consistent recot 
of accomplishment covering 22 years’ experi 
ence in all phases of controllership and man 
agement im manufacturing. Includes account 
ing, finances, taxes, cost analysis, standard 
costs, IBM. punched card accounting, produc 
tion and inventory control, otfice Managemet 
and systems, with emphasis on methods and 
procedures and application of cost reductior 
techniques. Salary $10,000.00 minimum, Box 


ae) 


NOTE: Tre reserves the riaght to a 
cept, reiect or censor classified copy and takes no re 
tponsibility for the people contacted throuch this ea 


umn nor does if guarantee any item hought or sold 


to answer certain questions which may ap- 
pear to be relevant but which, in reality, 
have only an indirect or perhaps no bear- 
ing at all on the question at hand. 


Trick 5 

If his opponent does not answer, it is 
probable that the public will assume that 
he 1s defeated. 

I remember many years ago as an un- 
dergraduate that I was the victim of this 
technique. We were debating with a 
large eastern university team, and as the 
last speaker I had a nicely prepared ora- 
tion which I was never able to use because 
the opponents raised questions which were 
irrelevant, but nevertheless demanded an 
answer. I had to leave my nicely prepared 
speech on the table and talk extemporanc- 
ously, which was most unfortunate for 
our team, 


Trick 6 

Finally, there 1s this matter of the choice 
of words. Someone may refer to his op- 
ponent as enthusiastic, but he calls him a 
fanatic. If he is called witty, he says he 
is a wiseacre. If he is called brave, he 


calls him foolish. If he ts called self-con- 
fident, he speaks in terms of his being 
conceited. If he speaks as in favor of 
freedom, he calls it licentiousness. If he ts 
thrifty, he calls it stingy. If he speaks of 
cooperation, then he speaks of collusion, 
and so on. 

And now in summary, here are some of 
the key points to remember. 

Do not expect people to act in a logical, 
reasonable fashion at all times. Don't be 
too surprised at sudden hostility on the 
part of the worker. Next, do not expect 
to change people's behavior by logic alone. 
Bear in mind the importance of tying in 
with the other person's wants and drives. 
Next, in conversation avoid any statements 
which may reflect upon the prestige or the 
importance of the other fellow. Don't be- 
little his hobbies, his interests, his race, 
his religion, his job, or his politics. Next, 
remember that a hot argument convinces 
no one. You can’t win by loud talk. Next, 
remember the danger of prejudice. Use 
praise lavishly and show confidence in the 
other fellow. And finally, remember that 
the secret of effective human relations 1s 
service to the other fellow. 
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This Underwood Sundstrand Model E 
is So Cady, So automatic ! 


Wings in your finger tips? Yes! and you'll all kinds of miscellaneous adding-figuring 
feel as though you had brains in them, too — work, too 

because the Model E has a mechanical You can’t help being enthusiastic about 
brain...a control plate that directs auto this low-cost, all-purpose Model E Ac 


matic operations. A mechanical brain that counting Machine, once you've tried it! 


NO OTHER MACHINE enables you to speed work, cut errors, save , a . 
' The Underwood Sundstrand Model E is 
time, money, effort! 
really a wonderful buy! 


And don’t forget the touch-operated See it demonstrated! Mail the coupon ot 


COSTING SO LITTLE Sundstrand 10-key keyboard. So easy to — call your Underwood Representative today 


; There's nothing simpler! There's 
OFFERS SO MUCH : Talk about flexibility! Withthismachine nothing speedier! There's nothing 
you can post a variety of records and do more automatic! 
Underwood Sundstrand Accounting Machines 


C953 
Underwood Corporation, One Park Ave., New York 16,N_Y. 
+ Please send literature, further describing your Underwood Sundstrand 
Underwood Corporation Machine 
I would | 
Accounting Machines...Adding Machines sa 
Typewriters...Carbon Paper...Ribbons 
One Park Avenue, New York 16, N.Y. 
The Origine! Underwood Limited, Toronto 1, Canada 


“See Sales and Service Everywhere 
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...not when you get hr a MONROE 


Heod motion required on 
extra keyboard machine: 
head and eye must move 
constantly from one to the 
other; thoughts are scat- 
tered, work is harder, more 
complex. 


Head motion required on 
Monroe single keyboard 
machine: head motion is 
six times less! Thoughts are 
concentrated; work is eas- 
ier, more efficient, more 
occurate.* 


Don't blame the poor girl if hard-to-work keyboards 
make calculating costs soar. Could be, she’s worn out 
with all the unnecessary physical motion required to 
operate extra keyboard machines. She'll have a much 
easier time keeping her thoughts together, and fewer 
headaches, when she uses a Monroe. 

It’s simple arithmetic. The Monroe fully automatic 
calculator eliminates countless separate operations, 
drastically reducing the amount of physical effort 
required. Obviously this involves less hand work. And, 
equally important for the operator, #t greatly cuts down 
on head motion. That's the tiring part of extra-keyboard 
operation; that’s where errors creep in—the slips 
betwixt the hand and the head! 

So, by cutting down on all motion, Monroe means 
less operator fatigue, more efficient, accurate work. You 
get more output at less cost. 

Another big Monroe exclusive: all zeros and deci- 
mals are handled automatically on the single keyboard! 


Figure on cutting your calculating costs. Figure on seeing your Monroe 
representative soon. Just telephone your local office. It'll pay you. 


*Tracer light photos made by U. §. Lesting Co. on the same routine figure problem 
show how much less work is required to operate Monroe's single kevbourd. 


CALCULATING « ADDING 
ACCOUNTING MACHINES 


MONROE CALCULATING MACHINE COMPANY, INC., ORANGE, NEW JERSEY 
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